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ABSTRACT 
 
 
 
PUBLIC PARTICIPATION AND PUBLIC FINANCE: THE STUDY OF INEQUALITY 
IN CAMBODIA 
 
By 
 
NY SOKHOM 
 
 
 
Planning in Cambodia has historically been a highly insulated and top-down affair. The paper 
suggests that area of planning should also be occurred at the level of districts which encompasses 
hundreds and even thousands of citizens. In that sense, particularly, the paper is aimed at 
introducing a new mechanism ‘public participation’ in government policy decision making in 
Cambodia, especially in public finance, which is currently under its major reform, targeting for 
efficiency and transparency in its management system (PFM). The planning of public budget 
spending on development projects which affects the livelihoods of people should be incorporated 
with the involvement from the citizens, which will not only increase transparency and efficiency 
of the public budget, but also enable the government to use the budget in the right directions that 
meet the needs of the citizens; ultimately, this approach will contribute to achieving the long-
term goal of poverty and inequality reduction.  
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Chapter I    Introduction 
1.1 Background 
During the Cambodian genocide that occurred under the leadership of Pol Pot in the late 
1970s, economic growth was completely ignored by the government, largely for political and 
ideological reasons. Education was not a topic of discussion; the government’s main focus 
was on evacuating people from the city to provinces and concentrated on agriculture only. 
During the era, information concerning government revenues and expenditures was generally 
unavailable to average citizens. Yet the notion of “equality” was achieved in an unpleasant 
respect; that is to say the people were made equally poor. Income from the ‘social agriculture’ 
was not distributed to citizens; rather what was given was merely two-time of lack of 
nutrition and quantity meal.  
 
That was what happened during the Pol Pot regime over the course of three years, eight 
months, and twenty days; and the painful legacy of those years continue to haunt all 
Cambodian survival victims to this day. The aftermath of the 1975 Cambodian genocide left 
the country in a state of ruin with nothing but deaths, widows, orphans, disables and poor 
families. The results were manifested in pain, nightmare, devastation, destruction, and mass 
poverty, as a country that had once been truly developed and modernized became a land 
occupied by ghosts. Since the relieve from the era in January 07, 1979, to reconstruct the 
nation, the new Government of Cambodia has begun working from scratch to new 
infrastructure while nurturing a more qualified workforce and instituting economic, politic, 
financial and social sectors reform.  
 
The Cambodian recovery, after then, started slowly and has taken place in the context of 
international isolation. The pace of development increased after the first historical general 
election in 1993; (World Bank, 2006) when this nation embarked on a transition from civil 
war to peace, evolving from a state of one-party rule to one governed by multi-party system, 
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and from an isolated and subsistence-oriented economy to one with greater openness to 
international trade. This is reflected in Cambodia becoming a member of ASEAN and WTO. 
As a result, Cambodia has been able to experience growth in many spheres, particularly its 
economy. According to the Cambodian Human Development Report of Ministry of Planning, 
Cambodia’s GDP growth in 2005 was 13.5% as compared to its prior growth rates of only 8.6% 
and 10% in 2003 and 2004 respectively (MOP, 2009). The overall average growth rate is 
close to 8% per annum.  
 
Nevertheless, while economic growth is exciting to see, it does not necessarily mean that 
Cambodia is free from poverty and, even more severely, inequality. In other words, even 
though Cambodia is shown statistically to be experiencing economic growth, poverty is still a 
prevalent in the pervasive and uneven distribution of income, so some important issues 
remain to be solved. Indeed, it remains inconveniently and yet undeniably true that Cambodia 
is one of the poorer nations in the world. The 2008 HDI (Human Development Index) listing 
of the United Nations Development Programs places Cambodia at 131st out of 177 nations 
based on figures for 2005. Beyond that, the poverty rate deems decrease from time to time, 
the poverty remains very high—with around 35%–40% of the population living below the 
poverty line of one U.S dollar per day; and 15%-20% falls in extreme poverty—while 
inequality appears to be increasing (World Bank, 2009); according to Socio-economic Survey 
Cambodia, 1993 and 2003-04, inequality in the country measured by Gini Coefficients of real 
per capita consumption rose considerably from 0.347 to 0.403 in these ten years. The World 
Bank (2004) claims that recent economic growth has been narrowly based, and has not led to 
a significant reduction in poverty. In other words, the economic growth may even have 
widened the gaps in income between the rich and the poor. 
 
It is interesting to consider why this has been the case in Cambodia. Specifically, why has 
economic growth not been accompanied by greater economic equality? As such, this research 
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paper aims at discerning the reasons underlying this situation and most especially identifying 
possible solutions so that Cambodia will be able to experience growth while simultaneously 
reducing poverty at a much faster rate and minimizing inequality in the country. The goal, 
after all, should be able to make every citizen of Cambodia wealthy, rather than equally poor, 
as occurred during the genocide period. The vision of this paper is to set forth for making 
Cambodia a better place for its citizens by focusing on the role of public finance as well as 
the encouragement of better and more active public participation mechanisms in this 
important public issue. 
 
1.2 Statement of the problem 
During the process of recovery that has followed decades of civil wars, people have been 
talking a great deal about economic growth; however, less thought has been given to whether 
or not the growth would benefit everyone in Cambodia. This is fundamentally supported by 
MOP (2009) “The poor and vulnerable groups may not have the ability to benefit from 
growth”. Even though the universal complaint among disadvantaged people, “The rich are 
getting richer and the poor are getting poorer” might not be a hundred percent true, we 
cannot actually deny the fact that the rich have been getting richer at a much faster rate 
than the poor; and this has resulted in larger gaps in income between the rich and the poor in 
both urban and rural areas in Cambodia.  
 
Having mentioned that, the increase in inequality is the central focal problem of this research. 
Specifically, although the issue of rising income or consumption inequality has been raised 
generally ranging from family to educational institutions, to government agencies, as well as 
in public as a whole, yet for some reasons, solutions and any actions have yet been taken 
rigorously for improving the stated issues for the poor victims. There could be question 
regarding with why would we care about that? This is because, neglecting the issues, the 
consequences brought about by pervasive inequality and poverty are unspeakably severe and 
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tragic. Neglecting the issues, that is why millions of children especially from poor families 
could not afford to go for formal education, even though it is free. Neglecting the issues, that 
is why many girl victims end up being illegally sexually abused. Neglecting the issues, that is 
why the poor find it extremely hard to find one dollar for survival while the rich spend 
thousands of dollars in just a night. Apparently speaking, in addition to direct impact of 
poverty on the poor which makes them unable to reach the standard level of living, not 
having enough nutrition, shelter, clothes, education, and other basic needs as well as social 
values, the indirect impact would be the slower economic growth, the increase in crime rate, 
human trafficking and thus along with HIV diseases, which ultimately causes instability and 
insecurity in the society. Therefore, these poverty and inequality issues should be neglected 
no more; it is just too painful to see the starving faces, inhumane acts, crimes and death; thus 
more efforts and consideration should be put forth to deal with these poverty epidemic. 
 
In that respect, the severity of poverty and inequality issues cannot be detached from the 
matter of public finance. No country in the world has been able to develop without having 
efficient management of budgets and expenditures, and Cambodia is no exception. In 
Cambodia, the lack of transparency in the management of the public budget management has 
led to great losses financially, economically, and socially. For example, in a speech at a 
conference on corruption and its impact on National Reconstruction and Reconciliation, the 
Cambodian Finance Minister, Minister Keat Chhon, estimated that the state [Cambodia] was 
losing up to USD 100 million a year due to corruption (GOPAC, 2005, 3). This money could 
have been used to benefit both pro-growth and pro-poor projects; rather than being given 
away to some powerful people at the expense of the poor and the entire nation.  
 
To sum up, Cambodia continues to face two big issues-poverty and inequality; one of the 
major causes could be the lack of transparency in Public Finance. In other words, by humbly 
admitting other essential factors that could help reduce poverty in Cambodia, this paper 
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suggests that increasing transparency in Public Finance would lead to a more rapid decline in 
the rate of poverty and inequality in Cambodia  
 
1.3 Objectives of the study 
Having mentioned of the two main issues Cambodia is facing, poverty and inequality, this 
paper aims primarily at finding a mechanism which might serve as a policy recommendation 
for the Royal Government of Cambodia, in order to contribute to solving the issue and 
improving the country efficiently. Thus, the current research designed to answer the major 
question: 
 
“What kinds of policy changes could be made to possibly reduce poverty at a 
much faster rate and improve opportunities so that the vast majority of citizens, 
especially the poor, can also reap the benefits as a result of the reduction and 
the economic growth?” 
 
 
In addition, the research paper will seek to accomplish the following objectives: 
- To identify the issues of poverty and inequality; sometime the one might be the issue 
while the other is not, but Cambodia is facing the two at the same time 
- To seek out the link between poverty and inequality and the link of the two to 
transparency in public finance 
-  To explore the relationship between efficient public finance and economic growth 
- To discern the relationship between economic growth and inequality 
- To consider the link between public finance and growth in a way that may reduce 
poverty and decrease inequality 
- And, ultimately, to encourage public participation as a means of solving the 
transparency issue, while working toward reducing poverty and inequality. 
 
1.4 Significance of the study 
 
 
The poverty and inequality issues happen in almost every country; while some countries are 
experiencing either of them, some else are experiencing both simultaneously. For instance, 
the United States is facing inequality with relatively high income gaps, and yet the country is 
not poor. Brazil is also facing inequality and at the same time this country is also facing 
6 
 
poverty. In a simple sense, while the population in the former is unequal, they are still rich; 
those of the latter have big gaps between rich and poor. Cambodia is said to be like Brazil, 
and could probably in a worse situation.  
 
The linkages between poverty and inequality are highlighted in the 2005 Report on the World 
Social Situation: The Inequality Predicament. The report states that the goal of sustained 
poverty reduction cannot be attained unless equality of opportunity and access to basic 
services is ensured. It also stresses that the goal of reducing inequality must be unequivocally 
incorporated in policies and programs which aim at poverty reduction (Social Perspective on 
Development Branch, Division for Social Policy & Development, Department of Economic 
& Social Affairs, UN). Therefore, Cambodia could not neglect inequality issue in their 
strenuous poverty reduction efforts and strategies.  
 
1.5 Methodology of the study 
 
This study will be based on theories, journals, academic articles and other previous studies 
related to public finance, poverty and inequality, and on public participation as illustrated in 
the literature review and background of the studies. More importantly, it will also consult 
government documents including official and unofficial reports, as well as studies conducted 
by national and international NGOs and other official entities, in order to obtain a broad 
understanding of the history and current situation in Cambodia. To achieve the goals and 
objectives, the research will be based on a comparative case study method.   
Beyond that, it is interesting to note that Cambodia is such a special and unique case when it 
comes to the phenomenon of growth and inequality issues, as well as the extent of public 
participation in public budgeting. In fact, other countries including Ghana, Ethiopia, China, 
and India, as well as other Asian countries, have been confronting the same problems. 
Therefore, this paper will examine both successful and unsuccessful case studies, dealing 
with economic development and inequality in Asia while comparing and assessing the public 
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financing systems across several regions; to eventually discern a potential lesson for 
Cambodian situation. Interestingly, field interviews will be conducted in Cambodia to a small 
group of citizens as well as government officials to learn more about people’s ideas on the 
issue and assess the possibility of their involvement in the policy-making process in the 
country. 
 
1.7 Scope and limitation of the study 
The following chapter motivates the paper’s approach with reference to the literature reviews 
on some key studies about related themes including public finance, poverty deduction, 
inequality as well as public participation, which will provide a broader scope of related 
theories as well as what is happening relevantly and similarly in other countries. While 
Chapter 3 offers a general understanding of the country and the situation occurring which the 
study is focusing on, next chapter will be about public financial reform in Cambodia, 
followed by policy recommendation in response to the problem Cambodia is facing.  
 
Though the study has been done vigorously, it is not without limitations. Due to time 
constraint, limited effort and capability, as well as availability of resource and statistical data 
in Cambodia, especially concerning inequality condition, proving the impact of public 
finance on economic development as well as poverty deduction has not yet possibly done 
quantitatively. Therefore, the paper uses the comparative studies of other countries’ available 
results to generalize it for Cambodia’s context. Also, the research assumes that there is a 
strong correlation between transparency in public financial management and poverty and 
inequality reduction, neglecting other variables that could also relate and be the solutions 
toward the deduction of poverty and inequality issues. Therefore, further research is strongly 
encouraged on seeking to statistically and quantitatively test the performance of public 
finance as well as its impact on economic development, and poverty reduction in Cambodia.  
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Chapter II Literature Review 
 
One of the most important issues in Cambodia is poverty with increasing inequality. The 
main focus of this paper is to find the way to curb the tendency by looking at the potential of 
public participation in the realm of public finance. To set the stage for the following chapters, 
I start here with a general knowledge of the related theories and practices in other countries in 
order to have a broader understanding of the issues. The chapter is aimed at establishing the 
inter-link among the four variables: poverty and inequality, public finance, and public 
participation.  
 
2.1 Poverty 
 
Poverty has become a concern for almost every country, especially for less and least 
developing countries. It thus has top the priority list among government major policies. 
Despite the pervasiveness of poverty, theoretically speaking, it is hard to define who the poor 
are and how much poor is considered poor. Followings, nonetheless, are some definitions 
describing poverty from previous studies. 
 
2.1.1 Definition 
What is meant by being poor? And who are the poor? Looking from the social dimension, 
Sen (1981), the specification of certain ‘consumption norms’, or of a ‘poverty line’, may do 
part of the job: ‘the poor’ are those people whose consumption standards fall short of the 
norms, that is to say, socially speaking, they could not afford to fulfill their basic needs and 
the society’s basic norms. According to the five human needs theorized by Abraham Maslow 
in his 1943 paper ‘A Theory of Human Motivation’, the basic and yet very substantial basic 
needs is the human’s ‘physiological needs’, which are the literal requirements for human 
survival, including shelters, clothes, food, water, sleep and others which help to support basic 
survival of human. The poor are those who find it hard to satisfy these needs-failing to have 
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enough nutrition or even food, to have proper place to stay, to have poor access to clean and 
safe water, for example. Looking from the Economic dimension, the poor are those whose 
incomes lie below the poverty line. If we talk about poverty line, different standards are 
applied; in other words, the poverty line in developed countries is actually higher than that in 
less and least developing countries. Simply put, people might be ‘relatively’ poor and at the 
same time ‘absolutely’ non-poor. For example, a person living in a developing country can be 
considered non-poor in his country, in an absolute term; however, in relative term, he is 
actually considered poor if he is to compare, by means of income, with people living in a 
developed country. That is to say, the USD800 of income he earns annually could hardly 
support a normal standard living for one year in other developed countries. The theory has 
captured this poverty concept by focusing on ‘absolute’ and ‘relative’ poverty. In reality, 
relative poverty, World Bank (2006), could be as damaging to human dignity and social 
cohesion as absolute poverty. Therefore, policy makers must take into consideration of both 
absolute and relative poverty. There could be various approaches to definition of poverty, 
ranging from biological approach, which takes into account the minimum requirement of 
nutrition, to inequality approach, relative deprivation, value judgment, and even definition by 
policy. 
 
2.1.2 Measures of poverty 
‘How much poor is considered poor?’ This has been a concern remained to be solved. In 
some traditions, the over-all measure of ‘poverty’ is done simply by just counting the number 
of the poor, and then expressing the poverty as the ratio of the number of the poor over the 
total number of population in the targeted area. That was the so-called ‘head-count index’ 
measure, shortly known as HCI. Even though it is widely and commonly used, Sen (1981) 
mentioned two drawbacks of HCI measurement. First, it measures only the number of people 
under poverty line; the changes of income are not touched. So it does not capture the severity 
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of poverty. For example, the HCI does not change if a poor person becomes much poorer. 
Second, it is insensitive to the distribution of income among the poor; in other words, no 
transfer of income from a poor to another who is richer can increase this head-count index. 
Given those drawbacks are acknowledged, HCI could still provide a useful indication of the 
likely costs of eliminating poverty.  
 
In response to the limitations of HCI, other two measures of poverty are employed-the 
poverty gap index and poverty severity index. Among these last two measures, the former is 
the average difference in the total population between individual’s recorded per capita 
consumption and the poverty line, with zero value assigned to those above the poverty line; 
while the latter is calculated by first squaring individual poverty gaps before averaging them. 
Poverty severity index gives greater weight to the larger poverty gaps and provides insights 
into the distribution of very low consumption values. These three mathematically interrelated 
indices of poverty are firstly presented by Foster, Greer and Thorbecke in 1984, known as 
FGT measures. The calculations of the three could be summarized mathematically as follow: 
 
1) Head-count index, H= q/n 
q: number of people who live below poverty line 
n: total population size 
 
2) Poverty gap index, 
 
z: poverty line 
y: income per capita 
 
3)   Poverty severity index or distributionally sensitive index, 
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2.1.3 Externality of Poverty 
In economic term, ‘externality’ is used to explain the negative or positive impact resulting 
from the activity of an individual or group on a bystander. It might be funny, but this is true; 
by being poor, the negative impact is not only on the poor individual themselves, but in many 
ways, such poverty could produce even worse effects on the non-poor in the society. Sen 
(1981), said poverty is a funny thing. She extracted a view of poverty from Rein (1971): 
People must not be allowed to become so poor that they offend or are hurtful to 
society. It is not so much the misery and plight of the poor but the discomfort 
and cost to the community which is crucial to this view of poverty. We have a 
problem of poverty to the extent that low income creates problems for those 
who are not poor. 
 
This implies that to live in poverty is already sad, but to offend or be hurtful to the society, 
creating problems for those who are not poor is actually the real tragedy. Sen (Ibid) focused 
on the negative externality that poverty could bring to the society. There is little doubt that 
the penury of the poor does affect the well-being of the rich. The question would be to what 
extent does the poverty severely affect the non-poor or the whole society? How serious could 
that be? And how should that be tackle with? These have been the major goals for many 
governments in developing world.  
 
Because poverty affects everyone in the whole society and understanding that growth could 
not reach its potentiality under the existence of poverty, government feels a much needed 
actions and policies to combat this epidemic ‘disease’. In addition, outside factor could also 
serve as incentive for government to focus on poverty reduction scheme. For example, 
Poverty Reduction and Growth Facility Program from IMF, which is the IMF's low-interest 
lending facility for poor countries established in 1999, intended to be more favorable to 
reducing poverty and promoting growth than previous policies. Therefore, in order to receive 
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more lending with such lowest interests or even non-payable funds from the international 
funding organizations, many countries, especially the Least Developing ones (LDCs) are 
encouraged to focus on poverty reduction in the nation.  
 
2.1.4  Poverty Convergence in the Third World 
Poverty Convergence could be considered a new term in economics, used to refer to the fact 
that if there is such a poverty convergence in a region, it implies that the countries started 
with most sever poverty could reduce this pervasiveness in a faster progress than otherwise; 
so that at the end, both types of countries could reach to a similar line of development. A 
World Bank Policy Research Working Paper by Ravallion (2009a) of “Why Don’t We See 
Poverty Convergence?” shows that there is no faster progress against poverty amongst the 
poorest developing countries. In other words, a high initial incidence of poverty entails a 
lower subsequent rate of progress against poverty at any given growth rate.  
The lack of poverty convergence suggests that something about the initial distribution is 
offsetting the “advantage of backwardness”. Thus for many poor nations, the growth 
advantage of starting out with a low mean is lost due to their high poverty rates. Ravallion 
found out also that the size of the middle class (measured by developing country-not 
Western-standard) is an important channel linking current poverty to subsequent growth and 
poverty reduction. To put it in a simpler term, growth and poverty reduction seen in 
developing countries contemporarily is due to the large number of middle class people. 
However, inequality in those countries is still prevalence. In short, this research analyzes 100 
developing countries in the world; the result shows there is no convergence among those 
countries, suggesting that the extent of how much poverty is reduced in each country is 
independent from its initial poverty incidence.  
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There are some significant in this finding. First, the study implies that without outside force, 
the countries that originally start with poverty do not seem to be able to reduce it in a much 
better speed. That mentioned ‘outside force’ could be the government intervention. Different 
types of policies and interventions would produce different results; for the countries whose 
government policy is more of pro-growth rather than pro-poor, we could see that the 
countries are able to witness great increase in GDP every year; nonetheless poverty is still an 
issue, more or less. Second, the finding somehow encourages government in third developing 
countries to be not offset by their initial serious pervasiveness of poverty; as regardless of 
how serious the poverty is at the first place, reducing it relies more on their policies, not 
totally on how bad condition poverty is in their countries. Third, the study also brings 
attention of government especially in the third country on the significant choice between 
‘growth’ and ‘equity’. In other words, the rising of GDP yearly could be the result of greater 
number of middle class person; it does not necessarily mean that the poor is having better 
living standard; having said that government should not be camouflaged by figures. This is 
what government should be really looking at when designing and implementing any policies. 
 
2.3 Inequality 
2.2.1 Definition 
Inequality is a broad term used to describe being not equal among individuals or groups of 
people in terms of many things ranging from the most intangible values like social status, 
rights, opportunities, to tangible assets like wealth, and income so on and so forth. Inequality 
exists everywhere; there is almost nothing equal on earth due to the diversity of people, 
resource, characteristics of nature alike. For example, almost no country in the world has the 
same status for every single individual; there must be differences in terms of power, culture, 
age, and so on.  
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Despite the vase definition of ‘inequality’, the term is usually referred to and thus captured by 
the difference in terms of wealth or income of individual or groups of people or even in 
country levels. Due to the fact that the data on ‘wealth’ is extremely hard to capture, income 
is used over wealth when considering of measuring inequality; in that sense, inequality is 
about the gaps of income among individual household. More importantly, consumption based 
inequality is also popular, especially in developing countries. Consumption is used because 
the goal is to examine whether people have enough ability to consume the most basic needs 
for survival, regardless of how much income they have.  
2.2.2 Measures of inequality 
As briefly mentioned above, in short, inequality can be expressed by income or expenditure, 
even though other factors such as education and health status, political power, or access to 
justice are important and contribute to economic wellbeing (World Bank, 2008). More often 
than another, inequality in terms of consumption expenditures is usually used by developing 
countries, and that of income is used by international standard in developed countries. The 
reason why consumption expenditure is used over income in many developing countries is 
because of the difficulty in collecting information on income in those countries; that is to say, 
agricultural employment and self-employment are important components of total 
employment in such developing countries; simply put, these employment does not show in 
the income figure even though they actually produce ‘income’ for themselves; therefore, it is 
more rational for using data on the distribution of consumption expenditure across household 
to analyze income inequality. In addition to income and expenditure consideration, another 
issue in measuring inequality is whether inequality should be computed in terms of absolute 
or relative term. For example, if we compare the difference in average incomes of the top 20% 
versus the bottom 20%, we are looking at absolute inequality; while relative inequality would 
be looking at the share of the top 20% versus the bottom 20% in total income. While most 
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economists prefer to analyze measures of relative inequality and many among the lay public 
think about distributional issues in terms of absolute inequality (World Bank, 2008), these 
two types of inequality are fundamentally different concepts. Which concept to be employed 
is important in determining how one sees inequality evolving in a society as well as in terms 
of its relationship with economic growth.  
Popularly, inequality is statistically measured by ‘Gini Coefficient’. The Gini Coefficient 
provides a useful summary measure of inequality in the distribution of income or 
consumption. It is ranged from 0 to 1 (or from 0-100%). A low Gini coefficient indicates a 
more equal distribution, with 0 corresponding to perfect equality, and vice versa.  
The classical definition of G appears in the notation of the theory of relative mean difference: 
 
Where x is an observed value, n is the number of values observed and x bar is the mean value. 
 
2.2.3 Urban Economic growth and Inequality 
The connection between urban development and poverty is finely discussed in “Cities, 
Poverty, and Development” by Alan Gilbert & Josef Gugler. They claimed that the world 
continues to be organized in a profoundly unfair way. The process of planning might pretend 
to allocate resources fairly between groups, yet in practice it did not operate that way. This 
shows the inequality of resource distribution among groups in the society. It also stresses that 
the dominant of patterns of world trade, investment, and cooperation operate to the detriment 
of the great majority of humankind. “To a significant degree, the Third World is poor because 
the First World is rich.” It is undeniably true that the economic growth occurred in many 
parts of the Third World, and that inequalities were reduced in some instances, but there can 
be little doubt that such development were only partially realized. Most economic growth and 
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income distribution are little geared to increasing the welfare of the masses. They also 
stressed that economic development occurs unevenly across space and time. In response, 
people are on the move, migrating from the poor regions to areas of economic growth. In 
such a process, big cities are growing even bigger. They mentioned as well the fact that urban 
migration can be actually a trapped, seeing the illusion of urban environment. They might end 
up earning little, if not nothing at all, with so expensive living standard in the city. Some are 
even being exploited. Some end up coming back home in poverty. These and other reasons 
make these poor even poorer. In conclusion, there is no way in which the process of growth 
can be understood in isolation from the process that generates inequality. This gives 
important policy implication. While both are highly needed between growth and equity, both 
usually do not go toward the same direction. Especially where budget is limited, government 
has to make a difficult choice between growth and equity. 
2.2.4 Reasons for Inequality 
The phenomenon of inequality in Asia happened due to different development experience. 
World Bank (2008) pointed out the different development incident of Asia between 1960s 
and the 1980s which has been characterized as one in which one group of economies grew 
rapidly, newly industrializing economies of East Asia and some Southeast Asia, while 
another group like those of South Asia did not. It proves that even though “high rates of 
economic growth have become more common in the region, it is widely believed that 
inequalities have also grown in many countries”, and that includes Cambodia, one of the poor 
nation in Southeast Asia.  
So what is the driving increase in inequality? 
The first answer to the question given by World Bank (2008) when explaining inequality in 
Asia is regarding the unevenness in growth. There are different ways in which growth has 
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been uneven. The first dimension is that growth has been uneven across sub-national 
locations, for example across provinces, regions, or states. Second, it has been uneven across 
sectors of production; for example, industry or services might grow in a much faster speed 
than agriculture nowadays, leaving the poor who depends almost totally on agriculture 
devastated for survival. Third, growth has also been uneven across households; for instance, 
the incomes of the top distribution have risen faster than those in the middle or bottom. As 
evidence, Nepal’s unequal growth across urban and rural areas has been a crucial factor 
underlying significant increase in inequality. While real per capita expenditures increased by 
42% in urban areas between 1995 and 2003, that of rural areas was merely 27%  (World 
Bank/ DFID/ ADB 2006). This phenomenon of lower growth rates only served to widen the 
gaps between urban and rural areas.  
 
The second answer explaining increasing of inequality is the policy drivers. Two types of 
policies top this discussion- ‘pro-growth’ and ‘pro-poor’ policies. There is not much doubt 
that the bulk of the poor in developing countries rely on agriculture for their livelihoods; its 
slower growth driven by policy will thus account for slower growth in the poor’s incomes. 
According to World Bank (2008), slowdown of public investment in rural infrastructure and 
stagnation in resources devoted to improving and spreading new agricultural technologies in 
the face of rapid depletion of natural resources, as well as policy environment that keeps 
private investment away from agriculture have resulted in slower growth of agriculture. In 
other words, when the policy is given preference to growth, rather than given more resource 
to help reduce poverty, and that the growth benefits, usually, to the top and middle 
distribution groups, such will of course induce faster income of those top and middle group 
than that of the bottom. As a result, gaps between these two groups are widened.  
 
The last but never the least, globalization and integration which are proved to be beneficial 
for growth, have actually given some certain side effect of increasing in inequality. This is 
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supported by the fact that ‘closer international integration has introduced skill biased 
technologies in developing world’ (World Bank, 2008). More generally, where globalization 
and regional or international integration take place, it is the more educated who will typically 
benefit from this because they are likely to be in the best position and thus make most of the 
opportunities from the new market, resulting from integration phenomenon. Simply put, the 
poor who are less educated are not able to compete with the newly ‘skill biased’ market and 
thus benefit less from such ‘growth’. Apparently, this lessens their bargaining power of labor 
and led to slower growth in their labor income; ultimately, the middle and top distribution 
groups’ incomes will go further than this low-skilled people. This phenomenon undeniably 
results in increasing of inequality.  
2.2.5 Redistribution Challenges 
 
In spite of the fact that choice is difficult to make between growth and equity for policy 
makers, most policies are in tendency of growth, whether it is designed to be so or it naturally 
goes that way. As a result, inequality exists and continues to increase. To fix this problem, 
usually the government uses ‘retribution’ policy which includes tax system, subsidies, 
government transfer and other types of expenditures. However such policy has its own 
challenges; for if it is not used correctly, the remedy for equity might cause other problems. 
World Bank (2008) asserts that resource allocation is critical to understanding how public 
policies affect both the static and the dynamic efficiency of an economy or, in other words, 
the best allocation of resources to achieve the highest standard of living. In terms of tax 
policy, distribution is concerned with the support given to the people who are the least well-
off in society, while ensuring that policies are applied equally to those who are similarly well-
off. For that rational, rich people are paying more tax than the poor. But this is not easy; it is 
still controversial in some countries where the rich complain about the reason why they 
should be giving up their pocket money to the others; some economists also assert the 
drawback of such redistribution system by claiming that resource should not be taken from 
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those who work very hard (non-poor) to those who do not work at all (poor and unemployed). 
Equity to them means those who work deserve to be paid and those who are ‘lazy’ do not 
deserve anything from those who work. Joining in the discussion of this issue, Ravallion 
(2009b), popular judgments about “inequality” appear to give greater weight to 
redistributions from the rich to the poor than redistributions amongst the middle class or from 
the middle class to the poor1.  
 
In addition to the remedy through the use of tax system, public expenditure is also popularly 
used to serve the purpose of redistribution. The constraint of this is the limited budget the 
government has; and as earlier mentioned, on top of such budget constraint, the major issue 
to be considered as well is the leakages and corruption which reduce the amount of the 
budget that could have been effectively used to manage redistribution in a more equitable 
way. Unfortunate enough, this efficiency is usually hindered by the lack of transparency 
procedure.  
 
2.2.6 Why Inequality Matters 
If we refer back to our concern regarding growth and equity, the major question arising 
would be the reason why should policy makers make such hard decision between growth and 
inequality? In other words, does inequality matter that much, and why? 
 
For most policy makers, the most important goal in addition to growth is reducing poverty. 
To realize that policy reducing inequality is required, because increasing in inequality (World 
Bank, 2008), damp the poverty reducing impact of a given amount of growth. In other words, 
growth could, to some extent, reduce poverty in the long run. However, due to inequality 
matters, this poverty reduction strategy through growth could not realized to the optimum 
                                                 
1 Amiel and Cowell (1999, Chapter 4) study attitudes to redistribution in a series of experiments, in which 
people were asked to say which of two hypothetical distributions was more “unequal,” and this was repeated for 
various redistributions. Respondents were found to be much more likely to identify redistributions from one 
income 
level to a higher one as making the distribution “more unequal” as the income gap between the two levels rose. 
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level as it should have. This can be explained by figure 1, which illustrates the $1-a-day 
poverty rates, extracted from the World Bank (2008) report on inequality in Asia. The figure 
shows that poverty rates would have been lower, had the growth been accompanied by their 
previous and more equal distributions, which is not the actual case. The actual case that 
realistically happened was that the growth was not able to reduce poverty rate greater as a 
result of the existence of inequality. 
 
Figure 1: $1-a-day Poverty Rates, Actual versus Simulated 
 
 
 
 
 
 
 
 
In conclusion, inequality happens in the context of uneven growth as well as uneven 
reduction in poverty. What is significant for policy makers is the fact that it is indeed difficult 
to choose between growth and equality; however, with substantial increase in inequality, the 
growth could not reach its potentiality either. Together with poverty still pervasive, the 
society would be at risk if it is still concentrate on growth only. In support to this, World 
Bank (2008) mentioned that ‘the historical record of today’s developed countries does not 
show declining inequalities to be an automatic outcome of continued economic development.’ 
Nonetheless, provided that high levels of inequality and/or rapidly rising inequality can entail 
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slow progress in the economic well-being of the poor even in a growing economy, and can 
also undermine both social cohesion and the quality of policies and institutions; hence, public 
policy cannot simply ignore inequality. Still the question in doubt for policy makers is what 
should be the policy change that could induce growth and simultaneously allow the vast 
majority of citizen to enjoy this prosperity together, not merely benefit the small group of 
people. 
 
2.3 Public Finance 
 
 
“Public finance” is one of the very important fields of government public policy. Its whole 
literature is so vast that this paper could not hold all of which. The paper will include only 
some significant literatures of public finance that is most related to the research question of 
this paper. 
 
 
2.3.1 General concept framework 
 
It is probably quite hard to tell when exactly ‘Public Finance’ was born, but the fact is that it 
should be existed since the existence of ‘government’ as it is strongly involved in government 
activities in finding the budget ranging from tax, seigniorage (the net revenue resulting from 
issuing currency), to commerce, to security trading and to international funds as well as 
borrowing; and then use those budget on their public goods and services for the sake of their 
public-citizens. In shorts, it deals with government revenues and expenditures.  
 
A. Definition 
By simply defined, public finance is, in general, encompassing both the spending by 
government and the methods used to pay for that spending, in particular taxation and 
borrowing. More modernly defined, Public Finance, by Richard Musgrave, is described as a 
field of study concerned with the government’s functions focused on resource allocation, 
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distribution, and stabilization of an economy. Moreover, it is appropriately concerned with 
administrative practice, and provides attention on some new approaches to improving fiscal, 
spending, and tax policies in least-developed economies (World Bank, 2008). Theoretically 
speaking, public finance is such a broad field and one of the most important considerations in 
government public policy. In modern times public finance includes four major divisions: 
public revenue, public expenditure, public debt, and certain problems of the fiscal system as a 
whole, such as fiscal administration and fiscal policy. The so-called public finance in this 
research paper is specifically defined as the government functions of resource allocation and 
reallocation, in a fairer and more transparent means, within the budget constraint, for the 
purpose of improving equality and reducing poverty in a nation. In other words, this paper is 
focusing on government public expenditures in relation to poverty and inequality alleviation 
issues.  
 
B. Public Expenditure 
Economists classify government expenditures into three main types. First, government 
purchases of goods and services for current use are classed as government consumption. The 
second type is known as government investment which includes government purchases of 
goods and services anticipated to create future benefits such as infrastructure investment or 
research spending. Government expenditures that are not purchases of goods and services, 
and instead just represent transfers of money such as social security payments are called 
transfer payments (World Bank, 2008). 
 
The second type aforementioned could also be simply called public expenditure, which is one 
of the major parts in the field of public finance and the important consideration of 
government. The major concern for every government would be on ‘How should the choice 
of public expenditure be determined so that the goals set could be achieved efficiently?’ 
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The World Bank (2008) in the report of ‘Public Finance for Poverty Deduction’ stated that 
Government expenditure policies are implemented, in general, in the search of two main 
objectives. The first objective is to increase overall efficiency in the allocation of resources 
through the provision of certain goods and services that private markets fail to provide or 
could not provide at an optimal level, or unable to provide. These public goods and services 
are usually referred to the infrastructure like school, housing, hospital, roads, bridges, and so 
on. The second objective is to improve equity in the distribution of income. In other words, 
this goal touches more on social issue of reducing the gap between the rich and the poor; 
which can be accomplished through income transfers and through the provision of goods and 
services that maybe greater benefit to the poor population. This is generally known as ‘pro-
poor policy’.  
 
The goals sound very ideal, but usually another concern for government especially in 
developing countries is the constraint to actually finance those expenditures. Despite of such 
constraint, as noted by Selowsky (1979), government expenditures even in the poorest 
countries, where government public budget is very limited, tend to be quite large by 
comparison with the income received by the poorest groups of the population (World Bank, 
2008, 151). The finding implies that the benefit incidence of public expenditures does have a 
potential significant impact for changing the welfare of the poor people. For example, 
increasing the supply of certain services like education, health care, and clean water, has been 
vital to lift people out of endemic poverty and increasing equality among citizens.  
 
C. Issues in Public Finance 
 
In general, in spite of the importance of public finance for government in their policy 
decision making, there often exists some problems which are the obstacles for government to 
make effective decision on the policy that could induce significant impact on the welfare of 
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the people. The most prominent issue that most people could think of, associating with public 
finance, is psychological issue which determines that public finance, like economics, 
generally deals with people, that is to say many of its problems lie on human behavior which 
is the subject matter of psychology. For example, taxation requires a study of human 
motivation. People who are the burden of the tax might perceive unfair while those who are 
beneficiaries of the tax might complain government is not doing enough job to help them. In 
that sense, it is hard for policy makers to decide on how to manage public finance so that the policy 
could effectively serve the needs of the people as well as to increase the welfare of the nation.  
 
More important than psychological issue would be the fact that public finance is usually 
associated with the lack of transparency and thus creates inefficiency which makes the targets 
set by policy makers difficult to achieve. Despite the vast literature studies in Public Finance, 
establishing the one with transparency and efficiency is still a challenging problem for almost 
every single country, ranging from the most developed to the least developing countries. 
When talking about lacking transparency and thus inefficiency of public finance, usually the 
first thing people would think of is corruption in collecting as well as the use of public budget. 
 
Nonetheless, another salient factor that could lead to such inefficiency is the so-called 
leakage. Leakage, according to the World Bank (2008, 250), is defined as the portion of 
public funds that does not reach its ultimate targeted beneficiaries, but instead is diverted for 
other purposes, including private gain or other potentially legitimate but clearly unintended 
purposes. Leakage could be different from corruption in a way that it could be less 
illegitimate. Corruption studies examine the diversion of public funds and the taking of bribes 
by public officials—actions that are both clearly illegal and fraudulent in intent (Rose-
Ackerman 1999; Treisman 2000; Seligson 2002). Due to this legitimacy matter, more attention 
seems to be on corruption rather than leakage in concerning about efficiency of public finance. 
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As aforementioned, inefficiency in public finance is also explained by corruption which is 
one of the most vital concerns for every country. “The people who can best describe 
corruption are those themselves engaged in corruption” (Hillman, 2004). This implies it is not 
easy to define just exactly what corruption is and how it works. This varies among people, 
institutions, regions, and nations. What is understood and agreed upon is that corruption 
produces adverse effects on growth, and poverty and inequality reduction. In that sense, 
corruption, being described as cancers which if left unchecked, can quickly spread and 
destroy the society, economic, and political structures and process, is one of the major 
problems in almost every single country, with merely different level of severity. The key 
issues to be analyzed in assessing the quality of the budget process are degree of discipline, 
efficiency in revenue mobilization and extent of transparency, accountability and control in 
the tax system. 
The inefficiency and lack of transparency issue is not a merely local concern, the matter has 
also aroused attention from the globalized world. In response to such concern, many 
international initiatives have been taken to ensure that countries try their best to abide by the 
international standard of good public finance management. For example, International 
Monetary Fund (IMF) has increased its concern on the issues and strengthened its policy for 
fund providing, through motivating the borrowing countries to have a clear guidelines on the 
project planning as well as implementation to ensure that the fund is transparently and 
efficiently used. In that sense, the IMF has offered its ‘Code of Good Practices on Fiscal 
Transparency’ which contains four key elements: 
- The government’s responsibilities should be clear and publicly disclosed 
- Comprehensive and reliable information on fiscal activities should be made available to 
the public 
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- The process of preparing, executing and reporting on the budget should be open and 
widely publicized 
- Independent arrangements and procedures must exist to confirm the integrity of the 
information made available to public.  
More importantly, lack of transparency and corruption in the public expenditures and 
revenues is not only ethical issues, but they strike at the heart of good public finance 
management. They deprive governments of desperately needed resources for development, 
engender criticism and disillusionment with the process of economic development and can 
result in political alienation and withdrawal of legitimacy and instability. These inefficiency 
problems like poor targeting, deficient financial management, and funding leakage, may 
undermine pro-poor public spending severely (World Bank, 2008, p233).  
Furthermore, IMF (2004) research also stressed the important of reducing corruption and 
project success by showing that “the coefficient on the program level of corruption is positive 
and significant, and its magnitude is impressive.” It specifically found out that on average, a 
one-point improvement in the ICRG corruption index coincides with a 35.8% of the success 
of program implementation. So it is empirically true that reducing corruption is important in 
leading to the success of policy implementation. Therefore, in a context of extremely scare 
resources, particularly in developing and least developing countries, addressing these 
inefficiency and transparency shortcomings is critical to the success of the country’s poverty 
alleviation agenda.  
 
2.3.2 Impact of public budget on the poor 
Two of the most important goals of government policy are to address inequalities in the 
distribution of income and to improve the welfare of poor people. In that retrospect, public 
finance plays its important role. But is public expenditure always good for the poor? The 
answer depends on what it is used on and more importantly how it is spent. World Bank 
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(2008) explains the impact of budgets on the poor through tax and expenditure benefit 
incidence analysis. One of the articles in this every special report written by Jorge Martinez-
Vazquez mentioned that an important part of the theory and practice of public finance is 
dedicated to conceptualizing and measuring of how the revenue and expenditure of 
government budgets affect the distribution of income among individual households. This 
effect is recognized as tax and expenditure incidence or, in shorter form, fiscal incidence. 
Research on this incidence enables us to understand how government policies affect the 
distribution of income; how equitable those changes may be; and, in particular, how 
government policies actually help poor people.” 
Eventually the result of the study shows that fiscal incidence analysis is an effective tool for 
deciding whether government tax policies and expenditure programs have the desirable effect 
on income distribution and on the poor. Main tax reforms and large public expenditure 
programs are carried out routinely in many countries with specific re-distributional objectives, 
including shifting tax burdens borne by lower-income groups and directly helping poor 
people. For instance, understanding the incidence of expenditures on education and health 
care for the poor is vital, because improved education and health status have been proved to 
be the most effective means of poverty eradication. Therefore, he concluded that tax policy 
and, especially, public expenditures are potentially powerful tools to combat poverty. Thus, it 
is important to ask whether government tax and expenditure policies have achieved its 
intended effects— and that is what fiscal incidence analysis does. 
While both tax and expenditure incidence in ‘fiscal incidence’ has vital impact on the poor, 
Vazquez study found out that the impact of tax policy on the welfare of the poor is actually 
very limited. The fact is reflected in the old maxim in fiscal incidence that ‘taxes cannot 
make poor people rich’. According to Vazquez, it is generally admitted that the impact of the 
government expenditure side of the public budgets plays more important role, than tax policy, 
in improving the status of the poor (World Bank, 2008, 136), encouraging the government to 
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not only on tax policy yet more attention on their expenditures-targeted points and the means 
of expenses.  
Further studies by World Bank ‘Public Finance for Poverty Reduction’ also suggests for 
government’s attention on public expenditures in the domain of public finance in order for 
poverty and inequality to be reduced efficiently. The research examines public finance’s role 
in reducing poverty through case studies from Africa and Latin America. Its findings show 
that the most important tool for providing the poor with opportunities, empowerment, and 
protection is not public revenue policy, but rather the resources channeled through public 
spending programs (World Bank, 2008). This offers a simple implications and 
recommendation that in considering public finance for poverty reduction, more focus should 
be on public expenditures rather than public revenues. The studies also show that there are 
actually very limited instruments available for policy makers to make income distribution less 
uneven (decreasing inequality) and also to alleviate poverty, particularly in developing 
countries. If not taken care vigilantly, like an example from the studies, this big machine 
could occasionally produce unwanted effects. For instance, certain policies that can reduce 
inequality do so at the cost of damaging a country’s long-run growth prospects. Other 
policies can promote growth by paying no or little attention to their effects on the individuals 
who are excluded from the material improvements that growth can generate. 
Even though it is largely accepted the great impact of government expenditure on income 
distribution, Vazquez asserted, studying this incident is not easier than studying the tax 
incidence. In other words, it is rather difficult to measure the impact of public expenditure on 
individual. How such expenditures affect different groups depends on the composition of 
public expenditure among other things like what programs are being implemented; how much 
funding is going to each program; and how to guarantee the efficiency of this implementation? 
Specifically, after the budget plan is already decided, the most imminent concern, when 
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budget is very limited, is how to make sure that the budget is used transparently as planned to 
reach the target set. Hence, this still addresses back the problems in public finance, and in 
particular public expenditure, which actually is the main factor to determine the impact of 
public finance on poverty and equity reduction.  
 
 
2.4 Public Participation 
‘Public Participation’ is also known as ‘Citizen Participation’, a citizen and community 
engagement mechanism in order to deal with certain issues or making citizens involve in 
policy decision making ranging from local to national level. Similar definition from Nagel 
(1987) claim citizen participation that influences or seeks to influence policy decisions or an 
action that incorporates the demands and values of citizens into public administration services 
(Zimmerman, 1986). Tikare, S., Youssef, D, Roak, P., & Shah, P. (2002) define participation 
as “the process by which stakeholders influence and share control over priority setting, policy 
making, resource allocations, and/or program implementation.”  
 
Public participation has become very popular, useful, and important for policy makers and 
the center of focus for donor community as a tool toward transparency political and 
administrative objectives. For example, both UNDP and DFID regard public participation as 
human right. UNDP includes participation with equality as the principles of its work while 
DFID endorses the rights of all citizens ‘to participate in, and access to information relating 
to, the decision-making processes that affect their lives’ (DFID, 2001: 86). For international 
aid community, participation is important in two aspects: increasing the effectiveness of state 
intervention as well as empowering people, especially the poor. 
 
2.4.1 Why Public Participation is needed 
Traditionally, the leaders and government of many countries would generally decide their 
policies without having any engagement from their people. People will be just informed after 
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decision is made. This mechanism is still practiced in today world, and we cannot deny that 
somehow it is more effective and very successful in some ways and some aspects of policies, 
but not always and all aspects.  
Public Participation is a new mechanism, served as an alternative to traditional government 
governed and dominant system. It is designed to make sure that all members of the public 
have a stake in government’s decisions, and they shall have the opportunity and encouraged 
to participate in developing solutions and making any decision that could affect their lives 
and standard of living. It transforms the democratic system, empowering it, by establishing a 
permanent connection between the governed and those who governed (FARN, 2009). This 
joint venture allows more reasoned decisions, achieves higher consensus, enables better 
understanding of the problems, and thus permits the two parties to work cooperatively toward 
possible solutions. Public participation does not involve only for decision making, but also 
participation before and after decision could enhance and improve the quality of decision 
made. Above all, it is important for authorities or government to be informed on technical 
issues and particularly the citizens’ needs before making decision.  More important than that, 
after decision is made, there is more likely to have stronger support and better 
implementation and compliance from public.  
Also, public participation allows government actions to become transparent, effectively 
avoiding corrupt behavior (FARN, 2009).  It is commonly agreed that transparency in 
government is an important factor of good governance. The more public could be informed 
and involved, the more meaningful role they could play in communicating with government 
and each other (Pope, 2005). However, this does not simply mean that publics are entitled to 
know everything single work of their governments.  This only suggests that not only there 
should be clear explanations as to what is and what is not in the domain of public but also 
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that there should be clear and convincing reasons for any secrecy, justified by the demands of 
‘public interests’ and not merely the interest of those holding powers.  
Furthermore, big part of citizen needs is the right to information. ‘An open society recognizes 
that no one has a monopoly on the truth’ (Pope, 2005), citizens are able dynamically to 
debate over government policies and the future direction of their country and freedom is 
maximized, while the week and the poor are protected. Informing citizens before decision is 
one type of getting them involve in policy making process. The purpose of information 
access and public involvement is to build and nurture public trust, which in turn safeguards 
against corruption. That is to say political leaders who feel themselves under concentrated, 
regular public scrutiny are more inclined to act, ethically, honestly, and in the public interest 
and simultaneously less inclined to sell out public interest in favor of their own. 
2.4.2 Types of Public Participation 
There could be many categories types of ‘Public Participation’. What category could be by 
the means of participation or by its results. Usually, in terms of the former category, we 
would see public participation is typed as direct or indirect participation. Indirect 
participation is when people decide exclusively through their representatives in governmental 
bodies; indirect participation is also known as collective participation. Direct participation is 
when all or some of the citizens or stakeholders are gathered to decide. Example of direct 
participation would be the national election for their political leaders, while their 
representative in the parliament is making a decision on certain policy is recognized as 
indirect participation.  
Types of public participation could also be categorized base on its legal effects-what kinds of 
legal consequences it would produce. In terms of legal effects, public participation is 
contented into two kinds: Public participation with binding effect and public participation 
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without binding effects. FARN (2009) defines participation with binding effect as referendum, 
plebiscite, and/or recall whose decision is by the public; in this case, public decision is 
government decision. On the other hand, participation without binding effect is public 
consultation, public hearings in the decision making process, which complements the 
government decisions. Public should be informed before they involve their participation 
about the effects of the results or decisions, whether or not their decision will become 
government decision or final decision or merely recommendation for government to decide, 
for example.  
There are different forms and mechanisms of public participation. Certain popular uses of 
mechanisms of public participations include public hearings, participatory budget process and 
referendums (FARN, 2009).  
Public Hearing is a formal meeting between citizens and government bodies to discuss a 
particular subject or other type of decision to be made by the government. It thus is usually 
carried out during decision-making process. Its objective is to promote communication 
between government and citizens so as to take into account the opinions of the citizens while 
making decision and thereby strengthening the decision. Above all, public hearing is not 
legally binding.  
Referendum is when citizens vote for or against a proposal to create a new norm or to make 
change or revoke an existing one. Usually it is legally binding and thus has the legal effects. 
That is to say, government must accept and implement citizens’ decisions. Generally, 
countries establish the legal criteria, forms and topics that can be involved in referendum on a 
case-by-case basis. Referendum type of public participation is used in many countries 
including Hungary, Lithuania, Poland, Slovakia, and Slovenia (FRAN, 2009).  
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Participatory budget process is another revolutionary mechanism whereby citizens have the 
opportunity to participate in elaboration and control of the state budget; so far only used at 
Municipal level (FRAN, 2009). In practice, the authorities meet the public to reach an 
agreement on how to transfer public priorities into public policy agenda, making sure the 
right amount of budget is going to the right agenda which meets the needs of the people. The 
purpose is to allow for people’s controlling or influencing the government uses of public 
resources.  
Each mechanism has its own characteristics and effects, strengths and weaknesses. And it is 
tough to state which mechanisms are better than others; generally speaking, validity and 
efficiency as well as effectiveness of each mechanism depends on social, political, economic, 
cultural context, and time frame, where and when it is developed and practiced.   
 
2.4.3 Design Public Participation Program 
Mechanisms of Participation, according to Tikare, S., Youssef, D, Roak, P., & Shah, P. (2002) 
includes information dissemination, participatory research (for example, perceptions of the 
poor), consultations—informal and structured, formation of Committees and working groups, 
integration with political processes, and donor involvement. They also elaborate on how 
participation is done in government process.  Figure 2 shows a scheme for visualizing the the 
process of designing a participatory process moving from inputs to out outcomes and to 
impact.  They assert that “it [figure 2] suggests a range of options, given the objectives of 
increased transparency and accountability, and the ultimate impact of effective development 
and poverty reduction policies and programs. 
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Figure 2: Participation in Government Process 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: World Bank.2002. A Source book for Poverty Reduction Strategies. Volume 1: core Techniques and 
Cross-cutting Issues, Chapter 7: Participation. P.238  
 
Participation process start from defining the stakeholder groups-the affected directly or 
indirectly by the policy or project. Those stakeholders could be general public, the poor, civil 
society, private sector, donor, parliament, or even the government themselves. This 
participation, for a simple example, could be the involvement of the poor (stakeholder) in 
participatory research (mechanism) in designing a policy could be induced to benefit the poor 
in the country. This includes doing survey, asking questions, seeking for the poor’s opinions 
in order to design the kind of policy that could meet with their needs.  
Besides, ‘there is no such thing as a one-size-fit-all public participation process’, as 
mentioned by Creighn (2005), yet there are a systematic way to assist thinking through the 
issues which will help produce a successful plan that would fit unique requirements of a 
particular decision or issue. Thus, he set out three stages in developing a public participation 
process. The first stage consists of Decision Analysis, which is to clarify the decision making 
process, consider whether there are issues about the process itself that could affect the 
35 
 
credibility of the public participation process and thus make a decision whether or not public 
participation is needed for this decision. Even though it’s a decision context and not about 
public participation, integrating public participation in this process is a precursor necessary. 
The second stage is contented as Process Planning, used to specify what needs to be 
accomplished with the public at each step of the decision-making process. That includes 
identify the stakeholders, internal and external, identify techniques to use at each step in the 
process and link the techniques in an integrated plan. The third stage is known as 
Implementation Planning; the last but certainly not the least stage to do. It is about planning 
for implementation of participation activities.  
There is no rule of thumb on how public participation process is going on; mechanism and 
techniques vary from countries to countries, from one policy to another; it also depends on 
political ideology, nature of project, mindset and perception of public as well.  
2.4.4 Successful Public Participation Cases in Other countries 
Public participation or sometime call citizen participation which is a type of citizen 
empowerment is not a new idea. It has been initiated and implemented in many countries in 
order to help citizen taking part in policy-decision making, help them to address their needs 
and successful solve and better many policy projects. Following the section will be the three 
famous cases of public participation in the United States, in Brazil, and in India. 
 
A- Minneapolis: Neighborhood revitalization program (NRP)  
 
In recent decades, there have been a few initiatives to invite the citizen to participate directly 
in public decision making at the sub-local, the neighborhood level in the United States. 
Among the American local government experience, the city of Minneapolis, Minnesota offers 
perhaps the most empowered experience of citizen participation in neighborhood government. 
Particularly, in 1900s, the state and city approved to devolve some $400 million, to be spent 
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over 20 years, to neighborhood level decision-making over priorities, planning, and projects 
under the rubric of Neighborhood Revitalization Program (Fung & Fagotto, 2005).  
 
The program was initiated during the time of a suburban flight and consequent central city 
depopulation, which ranked one among the highest concerns of Minneapolis citizens and 
leaders. At the time, 14% of its population of the neighborhood population was lost to 
growing suburban areas, leaving the poor behind; the neighborhood faced increasing crimes 
and declining school quality. In coping with the arising problem, the NRP program was 
established, intending to seed money to create neighborhood capacity and opportunities to 
coordinate city departments and agencies in order to optimize the use of resources in tune 
with citizens’ needs (Fung & Fagotto, 2005). The program was made into 2 phases of Phase I 
for the first decade, and Phase II for the next. The Phase I (1990-2000) of the program has 
achieved some of the objectives. It has revitalized many parts of the city, improving the 
housing stock and commercial corridors, facilitated the construction and improvement of 
school, parks, and other public facilities. Property values have thus increased. Besides serving 
as a contribution to solve the aforesaid matters, the program also results in better resource 
allocation that was systematically favored disadvantaged neighborhoods. For example, some 
of the poorest neighborhoods had allocations of $2,800 per household, while some affluent 
protection neighborhoods received $400-500 per household (Fung & Fagotto, 2005). The 
success of the program is also marked by the increasing involvement of residents in NRP 
related activities. 
 
The success is a result from the cooperation of all stakeholders-the state government, the city 
government, the local authorities and agencies, and the citizens at large. In the case of 
Minneapolis, neighborhoods depend upon the cooperation of the city agencies to implement 
various projects and upon the city and state for continued financing and political authority. 
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Should there be no cooperated participation from among the citizens, the projects might not 
turn out convincing for the city and state government; the same way should there be no 
involvement and support from the upper government, the local authorities and the citizens 
could not have a chance to be empowered, to initiate, to express their thoughts and needs, and 
to raise and get the project implemented. For instance, the NRP governing body comes from 
all fields; particularly, the policy board is formed of representatives from jurisdictions, 
neighborhood representatives, foundation, labor and business representatives, city councilors 
and the State Legislature. This board meets every month to discuss action plans, modification 
plan, major re-allocation of resources, and the creation of special dedicated funds, in overall, 
any decision that shape NRP’s policies. Though it is a citizen empowerment program, NRP 
involves certain level of centralization through having the city council to decide for the final 
step for plan adoption and fund appropriation; nonetheless, it is at the board level that 
participants evaluate the plans and decide to approve them or send back for modifications.  
 
B- Participatory budgeting (PB) in Brazil 
 
Beside participation in policy projects like the aforementioned NRP in Minneapolis, 
participatory budgeting (PB) also began more than a decade ago in Porto Alegre, one of the 
most populated cities in South Brazil. Participatory Budgeting describes a process through 
which citizens present their demands and priorities in terms of civic improvement, and 
influence through discussion, negotiations on the budget allocations made by their 
municipalities.  
 Although the Porto Alegre, the city of 1.3 million enjoyed high social and economic 
indicators, with its life expectancy of 72.6 years, and literacy rates of 90 percent, well above 
national average, and well above that in Cambodia, the city is high segregated economically. 
In other words, almost one third of the population lived in irregular housing. This socio-
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economic matter poses distinctive strategies to drawing solutions; one of which is 
‘Empowered Participatory Governance (EPG)’. Eight neighborhoods associations or groups 
are to elect their own delegates, who will be attending the deliberation with major and staff, 
in order to reply to the citizens’ needs and concerns in the projects in the districts.  As part of 
this joint-strategy to make improvement of the lowest-income area while ‘cleaning up’ public 
finances, the participatory budget (PB) has also improved the quality of governance. For 
example, the percentage of the public budget available for investment projects increased from 
2 percent to almost 20 percent in 1989 and 1994 respectively. The property tax increases and 
higher tax collection rates were also made possible.  
What is more, expenses provided to administration have been approved; hundreds of projects 
and investment in the poorer residential districts have exceeded that in wealthier areas; so on. 
It has thus resulted in improved facilities for the people, especially the poor, in Porto Alegre. 
For instance, sewer and water connection was improved from 75 percent of total household in 
1988 to 98 percent in 1997 (Bhatnagar & Rathore, 2003). The PB strategy has resulted in 
redistributive of investment and led to greater shares of investments provided to higher levels 
of poverty areas and districted, lifting the standard of the citizens, especially the poor. 
Satisfying with all these fruitful results, PB has become popular and been increased since 
then. The number of participants in PB process in Porto Alegre reached 40,000 per year in 
less than a decade, implying PB’s ability in encouraging increasing citizen involvement. To 
sum up, the Porto Alegre has achieved efficient and redistributive decision-making within a 
deliberate framework that has also attracted broad-based participation from poorer strata of 
the citizens.  
After the initiation of the program in 1989, budget allocations for public welfare tasks in 
Porto Alegre have been made only after the recommendations of public delegates and 
approval by city council. The achievement in PB has given some good lessons for other 
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participatory cases to get a success. First, it is important that information is disclosed to 
public representatives through the meeting and that they should be facilitated a learning 
process that would lead to a more active citizenship. This awareness raising help participants 
see new possibilities and assist them in deciding on the matters that influent their everyday’s 
lives; therefore make better participation process. Second, PB has encouraged the active 
participation of various segments of civil society in a process which earlier involved only 
elected representatives.  
Furthermore, as supported by professor Bhatnagar and Rathore (2003), transparency is still 
the core of participatory budgeting, even though the procedure of participation might defer 
from one to another. The involvement of people, the poor especially, in PB has enhanced its 
transparency in budgeting, proving the important of consideration of public opinion and 
accountability from municipalities and central government. Accountability is not only 
necessary from the two aforementioned, but delegates and the local authorities must also be 
held accountable toward their deliberation as well as recommendation proposed; otherwise 
they could their public trust and support. 
 
C- India (Kerala): Empower Participatory Governance (EPG) 
Another form of participation is Empower Participatory Governance, EPG, a model of 
governance developed by Archon Fung and Erik Olin Wright asserting that the institutions of 
liberal democracy have limited ability to address the challenges of just and equitable 
development and that a more citizen empowered participatory form of governance would be a 
better reform.  
Acknowledging and witness the vast benefits provided by EPG initiated in some cities in 
India, the Kerala city, the Southwestern part of India, adopted and extent the EPG in 1996. 
The ruling party of India/Marxist (CPM) pursued a devolutionary campaign of village level 
participatory planning as a tool to both shore up its waning electoral base and enhance 
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administrative effectiveness. Under the campaign, around 40 percent of the state’s public 
budget was delegated to village planning council. In order to endure the effective spending, 
each village was required to produce detailed development plan for specified monitoring and 
assessments of needs. The plan will be finalized and approved by the village assemblies. 
However, limitations are fore set by categories; for example, around 40-50 percent of each 
fund should be invested in economic development, while 40 percent for social spending 
involving slum improvement, road renovation and construction, and the other 10 percent was 
to be targeted to program for women. Despite financial constraints faced by the state 
government, one of the most important achievements of EPG to date is the sustaining of 
political will to maintain and increase the scale of participation in subsequent years.  
 
One of the major factors that lead to successful campaign is the ‘development seminars’ 
training, equipping some hundred of participate the basic skill of self-governance skills. The 
actual planning process was involved by more than a hundred thousand volunteers to develop 
the project and more than twenty-five thousands to combine those projects together to form 
village-level plan. This formulation has surpassed the central state government’s ability to 
assess the quality of the plan. To augment the capacities, some five thousand volunteers 
including retired professional were formed ‘Voluntary Technical Corps’ to review the 
projects and plan. The availability of resources, funds and human capital, participatory from 
government, citizens, volunteer professionals and other agencies are crucial factors in 
enhancing effective participation.  
 
To sum up, all though the cases differ from the others in its concrete aims and scope, it shares 
some similarities. The participation cases above were working toward deepening democracy 
in their countries, empowering their citizens to influence their policy decision making. The 
cases proved successful and effective; nonetheless not every participation scheme is 
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successful in achieving the goals set and in solving the problems. Even the participation in a 
country might defer from one region to another. For instance, if we have a look at the 
experiments of EPG in India, in term of participatory process and technical effective, the 
overall progress by far has been promising yet not fully complete. Some villages produced 
thoughtful and concrete plans while some produce poor plan and failed to produce any plan at 
all. Some plans were poorly integrated with poor credit and financing scheme. However, 
failure was not to demotivate those villages and the government; instead these give them 
better opportunities to make their participation process a different in the next planning with 
better learning and observation of other villages and carefully organize their participation, 
planning process and outcome. 
 
2.5 Relationship of Four Variables 
  
We normally see many debates about economics and environmental issues as a confrontation 
in development. On top of that, another one of the biggest challenges in development pattern 
is striving to harmonize economics with social issues. That is to say, when focus is driven on 
economic growth, less attention would be on social issues. A country, particularly developing, 
less and least developed countries, could not be fully developed with the pursuance of only 
economic growth and care less about social issues like poverty and inequality of the whole 
population. ‘Both [Government and Economists] will no longer be able to hide behind the 
argument that poverty reduction is a goal that can be ignored because growth alone will be 
sufficient to eliminate poverty’ (World Bank, 2008). For that reason, while economic growth 
is good to see, attention should be on whether or not this growth has spread across and 
benefits the whole population and not some certain groups of people. Policy research has also 
shown that poverty reduction will be faster in countries where income growth is combined with 
falling inequality (Bourguignon, 2003). Therefore, policy of economic growth must be reaching 
out to contribute to solving poverty and inequality matters as well. 
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This harmonization could be achieved through active government role in terms of public 
expenditures. Professor Richard Musgrave, known as the father of Modern Public Finance 
(1910-2007) was convinced that the governments’ important roles in taxes and public 
expenditures could be used to improve social welfare. The government intervention or non-
intervention has been debated over time. There are many reasons in favor of government 
intervention for a nation to growth, and for growth to be evenly or at least almost evenly 
distributed so that vast majority of citizens could also benefits from the growth. By the means 
of public expenditures; government could affect economic growth and at the same time affect 
the poverty and inequality issues through means of redistribution. 
 
However, even though the concern for equity is typically associated with the role of 
government, that does not mean that only government should or could contribute to reducing 
poverty and inequality. If one thinks of poverty as a result from a lack of opportunities, 
empowerment, and social protection, it is clear that the government is not solely responsible 
for filling that lack (World Bank, 2008).  Particularly, when talking about public expenditures, 
the involvement from public, as mentioned earlier, could contribute to increasing the 
transparency as well as to direct government policy in budget spending to meet the needs of 
the citizens.  
 
Above all, addressing social issues while maintain economic growth simply seeks for the 
benefits of the growth to be reaching out to the poor which could ultimately contribute to 
reducing poverty and inequality. The government could achieve this goal by focusing its 
intervention in public budget expenditure with the involvement from public. 
Chapter III     Cambodia Current Situation and Problem Framework 
This chapter describes the present situation in Cambodia in terms of its general background 
including geographic, population, culture, as well as economic situation evolving from civil 
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wars, conflict until present day. The chapter will also provide basic understanding regarding 
followed by the poverty and inequality circumstances faced by Cambodia recently, along with 
government strategies and actions to combat these ‘epidemic diseases’. It is closed with insight 
historic and current public finance as well as public participation framework in Cambodia. 
 
3.1 General Background of Cambodia 
Cambodia is a least developed, low-income country, emerging from decades of civil wars, 
internal conflicts, and genocide as well as economic stagnation. First and foremost, it is 
beneficial and interesting to have an overall picture of this used-to-be-prosperous poor nation, 
whose history is the center of attention for vast international publics. 
 
3.1.1 Cambodia Geographic  
Cambodia, also known as Kampuchea, is geographically located in Southeast Asia, or more 
precisely in the Southwestern part of Indochina peninsula. With a surface area of 181,035 
square kilometers, Cambodia is the third smallest ASEAN countries after Singapore and 
Brunei. It shares the border with Vietnam, Thailand, and Laos. The capital city is Phnom 
Penh, which is also the largest and most dense city. The country consists of low plains crises-
crossed by many rivers that flow into the Mekong River and the Great Lake of Tonle Sap. 
The Mekong River, which is the tenth largest river in the world and the longest river in 
Southeast Asia, is the most important river in Cambodia. This river is connected with the 
Tonle Sap lake, which enlarges to four times its normal size when the Mekong rises during 
the monsoon season thus causing the Tonle Sap lake to flow northward into the lake. Beside 
for essential navigation purpose, the Mekong as well as the Tonle Sap lake is also a source 
natural resources-natural view and fishery. 
 
With tropical monsoon climate, Cambodia has two distinct seasons which are the dry season 
and the rainy reason. While the former one is from November to May, the later one is from 
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June to October. Nonetheless, rainfall is uneven and irregular which leads to periodic 
droughts or floods, sometime concurrently in different part of the country. 
Administratively, Cambodia is divided into 24 provinces and Phnom Penh municipality. 
Provinces are further divided into districts and municipalities; whereby districted are divided 
into communes and quarters, then villages as the smallest part of the province, and 
municipalities are divided into quarters, which further divided into villages and then villages 
divided into groups. Phnom Penh, a capital city of Cambodia, is divided into sections (Khan), 
which further divided into quarters and then villages. Phnom Penh is the densest region in 
Cambodia (4,571.3/square km). It is now home to almost 2million out of 14 million 
Cambodian populations. Above all, first-level divisions is provinces and capital city; second-
level divisions is districts, municipalities, and sections; and the lower-divisions include 
communes (Khum), villages (Phum), and city quarters (Sangkat).   
3.1.2 Population  
The 2008 population census final results show that the Cambodia population has augmented 
by 1.96 million over the last 10 years from 11.4 13.4 million in 1998 and 2008 respectively. 
The population density increased from 64 to 75 persons per square kilometer, but the annual 
growth rate declined from 2.49% in 1998 to 1.54% in 2008. Cambodia accounted for 2.3 
percent of the Southeast Asian population, of 8.6 percent of the world’s population of 6.7 
billion in 1998. Even though great decline in population 1979 was seen as a result of 
genocide Pol Pot, gradual increase is seen after that. According to Central Intelligence 
Agency (CIA), Cambodian population in 2009 is estimated to be roughly 14,494,293. 
Majority of population is middle age people in the labor force period; for example, 63.8% age 
15 to 64, and under 14 population accounts for 32.6% who will be needing jobs in the next 
decades, and the rest are senior citizens age over 65, the living rest from the genocide.  
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Table 1: Population in Urban Phnom Penh 1998-2008 
Year Total Population (%) 
1998 1,039,607 8.57 
1999 1,077,286 8.72 
2000 1,114,479 8.86 
2001 1,152,572 9.0 
2002 1,191,668 9.14 
2003 1,231,630 9.27 
2004 1,272,386 9.40 
2005 1,313,851 9.52 
2006 1,355,934 9.63 
2007 1,398,555 9.74 
2008 1,441,692 9.84 
Total 13,589,660 9.27 
Source: National Institute of Statistic 2009 
 
 
Table 1 shows the increase of Phnom Penh total population throughout the years, compared 
to other urban areas and provinces. The politically and economically-centered city has 
attracted numbers of people from rural areas (De Ville & Westfall, 2001). Phnom Penh is 
growing annually by 4% relatively to the country’s overall 2.5% growth level.  In the last 5 
years the city’s population has increased by 300,000 people, indicating real increased 
population pressure (Crosbie, 2004). 
 
The rural-urban migration, along with the shaky economy and weak infrastructure, has made 
the city unable to provide adequate housing, jobs, and services for the growing population. 
As a result, currently over 30% of city population is living without enough housing and basic 
services (Municipality of Phnom Penh, 2005); and 3.3% of people are unemployed (Census 
2004).  CIA reports Cambodian urban population in 2008 amounts to 22% of the total 
population; it estimated that urbanization rate would be 4.6% annual rate of change (2005-10 
est.), which implies the increase of urban population in the next few years to come.  
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3.1.3 Cultural Aspects 
Cambodian nationality is Khmer-descendants of the Angkor Empire that extended over much 
of Southeast Asia and reached its zenith between the 10th and the 13th centuries (CIA, 2009)-
who constitute about 91% of the total population. Besides, Cambodia also consists of a 
diversity of ethnic groups including Chinese, Vietnamese, Chams and hill tribes called 
Khmer Loeu as well as other minority groups living isolated from majority Khmer, whose 
language and culture is quite different and traditional.  
 
Cambodia history dated back around two million years ago; this nation has developed a 
unique culture, living style, and belief. The milestone period for Cambodians was back to 
Angkor period, between the 9th and 14th century, which is known to be the most prosperous 
and flourishing era in history. Brahmanism was widely practiced before Angkor period. Later, 
various Hindu sects were promoted by the Angkor Kings especially the cults of Shiva and 
Vishnu, which is still be seen in the art and architecture of that period. Later in the 13rd 
century, Theravada-Buddhism entered the country and began to spread under King 
Jayavarman VII in the whole nation. It became the state religion in the 15th century. 
Nowadays, almost 91% of the total population is Theravada-Buddhists, besides 1% Christian 
and the remaining follow Islam, atheism, or animism.  
 
Like many other Asia culture, Khmer culture is very hierarchical; that is to say the higher a 
person’s age, the greater level of respect must be granted to them. Thus, the way the young 
address the seniors, the way they greet elders, and the way they behave in any situations is 
different from that they do it to their peers. They must do it in a very respectful and gentle 
way. Even though the trend is moving toward modernization and Westernization, 
Cambodians still prefer collectivism to individualism. In other words, family bond is very 
important, and supporting the parents when they are old is highly expected; failing to do so, 
the children are highly likely to be condemned by the society.  
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3.1.4 Cambodia’s Economic Situation 
Cambodia may be the country who suffered the most pain and had experienced the most 
severe catastrophe. At the first glance of Cambodia timelines, people would be able to see 
that this nation has come across a lot of civil wars ranging from Lon Nol Coup or the 
Overthrow of Sihnaouk King in 1970, Pol Pot genocide, Vietnam War, and other political 
instabilities during the 1990s, which apparently are the hinders to the development of the 
country. These resulted in destruction, death, pain, and especially slower growth of economy. 
 
 
a- The economic during Pol Pot Genocide: 
During the Pol Pot Genocide from 1975 till 1979, officially called “Democratic Kampuchea”, 
also known as Khmer Rough, “agriculture first” policy was implemented. The “Angka” or 
leaders built the nationwide irrigation system like canals, dams, and reservoirs in the purpose 
of producing rice on a year-round basis. Other industries were destroyed, urban citizen 
(known at that time as “new people”) were evacuated to provinces to jointly do the 
agriculture. This extreme policy mainly put the “new people” in “high cooperatives” in which 
private property was abolished and the harvest became the collective of the peasants. 
Communal dining was instituted. Sate-own farms were also established. The Khmer Rough 
relentlessly pursued the ideal of economic self-sufficiency. Extreme measures were taken. 
Currency was abolished, and domestic trade or commerce could be conducted only through 
barter. Rice became the most important medium of exchange, although some could also use 
gold, jewelry, and other personal possession. Foreign trade was almost completely halted, 
though there was a limited revival in late 1976 and 1977. China was the most important 
trading partner, but commerce was also conducted with France, Britain, and the United State  
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through Hong Kong intermediary2. To sum up, the whole economy was 'destroyed3, there 
were no other industries and services produced beside rice which was not needed; even 
though rice was abundant, it was owned by the state and many people were suffered and died 
of hunger due to the limited food and nutrition provided by the “Angka” as well as the violent 
torture and killing. As a result of 3 years 8 months and 20 days, the regime took away more 
than 3million lives.  
 
b- The Economy Recovery after the Genocide and Civil wars 
The most fortunate thing that could happen to Cambodia was to be free from the Pol Pot 
genocide on the 7th of January, 1979. After the Khmer Rouge was dismantle, the new regime 
started with Cambodia’s economy that was totally a ‘new baby’ who was learning to stand up 
and trying to move forward. Millions of people resume their lives as farmers, and mostly at a 
very substantial level. Growth has been done in a slow progress while many other fields need 
to be constructed ranging from new government establishment, new administrative rebuilt, 
infrastructure, reform of formal education at the time, so on. Everything was improved 
gradually with the help by massive influx of foreign assistant. 
 
Cambodia’s economy saw a better progress after the first national election in 1993, where it 
works toward a more open economy, by adopting market economy. World Bank (2005) 
indicates Cambodia’s gross domestic product grew by an average 6.8% from 1999 to 2002, 
compared to only 5.6% from 1995 to 1998. Having had a peak at 10.8% in 1999, GDP 
growth actually declined consistently, falling to 5.3% in 2003. This growth was held back by 
the SARS epidemic and the anti-Thai riots, which adversely affect tourism, one of the major 
income for Cambodia. Beside tourism, the other two major factors standing important in 
promoting development in Cambodia are industry and agriculture. Over the past decade, the 
industrial sector was the main engine of growth, (World Bank, 2005) with industry's share of 
                                                 
2 http://www.wordiq.com/definition/Democratic_Kampuchea 
3 http://www.angelfire.com/mac/egmatthews/worldinfo/asia/cambodia.html 
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GDP increasing from 13 percent in 1992 to 26 percent in 2002, and unfortunately that of 
agriculture falling from 48 percent to 33 percent during this period. 
 
c- Present Condition of Economy and Related Social Issues 
Currently, according to the Central Intellectual Agency (CIA) report, from 2004 till 2007, the 
Cambodian economy grew around 10% per year; this is largely because of the expansion of 
garment sector, construction, agriculture, and tourism. Similar to other countries around the 
world, as a consequence of global financial crisis that just happened recently, Cambodia was 
negatively affected, even to small extent, which led to the drop in GDP growth to below 7%. 
Additional in January 2005 marked the expiration of a WTO agreement on Textiles and 
Clothing that forced many garments factories in Cambodia to shut down, being unable to 
compete directly with lower-priced countries such as China, India, Vietnam and Bangladesh. 
As a result, many jobs were lost and huge numbers of people was unemployed. For example, 
as reported by Chun Sophal in Phnom Penh Post, Cambodia News Paper, on October 01, 
2009 that 130 garment factories shut down this year, and the closure resulted in more than 
30,000 lost jobs. Unemployment rate was reported to rise at 3.5% in 2007, compared to only 
2.5% in 2000. Beside exportation of textile and clothing, which accounts for 85% of 
Cambodia’s exports, Cambodia also exports other commodities including timber, rubber, rice, 
fish, tobacco, and footwear. Its major exporting country is the U.S, accounting for 54.4% of 
total exports; other exporting partners include Germany, Canada, UK, Vietnam and others. 
Cambodia is said to be one of the major importing countries in the world with its import 
figure outweighs exporting figure by $6.534 billion and $4.708 billion respectively, under 
2008 estimation, reported by CIA. On year basis, Cambodia imports petroleum products, 
cigarettes, gold, construction materials, machinery, motor vehicles, pharmaceutical products, 
etc from Thailand, Vietnam, China, Hong Kong, and Singapore alike.  
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There is a strong link between economic growth and social issue in Cambodia. According to 
the CIA report, the major economic challenge for Cambodia over the next decade would be to 
fashion its economic environment, so as to attract foreign investment that would be able to 
create jobs to handle the country’s demographic imbalance; more than 50% of the population 
is less than 21 years old, who lacks education and productive skills. This group of people will 
be the disastrous harm for the nation if nothing is done to improve the situation. 
Acknowledging this concern, Cambodian government is working with bilateral and 
multilateral donors, including the World Bank and IMF to address the country’s many 
pressing basic needs; to remedy the situation before something worse could happen in the 
near future.  
On top of the issues mentioned above, rural Phnom Penh has become overload by population 
through migration over time from other urban as well as rural areas. The major reason, 
among others, is the job seeking opportunities. Since many factories and other available jobs 
in the city, together with the decrease in agricultural productivity, many people in the 
provinces and other rural areas decided to move into the city to find the jobs to support 
themselves as well as their families. This could be an advantage provided that urban Phnom 
Penh is able to hold that amount of increasing population, providing enough facilities for the 
standard of living, and labor market is big enough to hold this number of population. 
However, this has not always been the case; when those conditions are not met, the adverse 
effects are those who are migrating for the jobs become moving to join the poverty. The 
market could become very competitive that those less qualified workers from rural areas 
could not compete with the rest and thus end up facing the challenging affordability of 
expensive living standard in the city. In such a case, the concentration of these migrants in 
this town not only depresses urban wages but also creates pressures on the supply of public 
services and deteriorates their qualities. 
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Moreover, since the manufacturing, the largest contributor to incremental increase in GDP, 
garments being the key driver of such growth (World Bank, 2005). However, as mentioned 
earlier this industry has decreased and construction growth becomes slower, the market for 
labor has thus shrunk, which contributes to the increase in unemployment, leading to bigger 
numbers of urban and migrant poor. The impact of this slow down in the two industries is 
actually offset by the growth in tourism; therefore, merely looking at the overall increase in 
GDP of Cambodia might be very misleading. In response to such, the World Bank (2005) 
suggested that with 90% of the poor living in rural areas, promoting agriculture is considered 
to be the best strategy to accelerate growth, absorb a large part of the growing labor force, 
and address poverty more directly. 
 
3.1.5 Political Goals and Objectives 
Acknowledging the dying needs for development of economic and social situation in 
Cambodia, the Royal Government of Cambodia takes into account both growth and equity 
and believe that these priorities could only be achieved under political stability, peace, and 
security of the nation. Its political goals and objectives are reflected in its Rectangular 
Strategy as well as Cambodia Millennium Development Goals (CMDGs). 
 
With the peaceful formation of a coalition government on 15 July 2004, the Government has 
moved quickly to seize the reform agenda through launching out a ‘Rectangular Strategy for 
Growth, Employment, Equity, and Efficiency’ which is aimed at directing implementation of 
its economic agenda during the remainder of its term in office (ADB, 2005). According to 
WFP, the strategy has been conceptualized as a structure of four interlocking rectangles, 
including: i) enhancement of agricultural sector, ii) further rehabilitation and construction of 
physical infrastructure, iii) private sector growth and employment, and iv) capacity building 
and human resource development. Apparently, improvement in agriculture sector tops the list, 
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implying the government priority policy in poverty alleviation, the socially and economically 
urgent issue in need to be solved.  
 
More importantly, the Government also views ensuring safety and peace within the nation 
and building trust between civil society and Government as important elements of its role in 
social protection. In that respect, the World Bank (2005) gives good evaluation toward 
Cambodia’s overall progress. It suggested that much has been achieved in recent years. 
Cambodia has made important progress in ensuring peace and security, rebuilding institutions, 
establishing a stable macroeconomic environment, and a liberal investment regime. In its 
commitment to achieve the Millennium Development Goals, notwithstanding the possibility 
and feasibility in achieving it by the time set 2012, one special goal adding to the 8 major 
goals is ‘De-mining, UXO and Victim Assistance’, indicating enhancing security for citizens 
especially farmers from being victims of landmine, left over from civil wars, especially 
Khmer Rouge Genocide.  
 
In short, the RGC has committed to work out the best effort in developing the nation, 
regardless of limited resources it has, under the theme of political settlement and stability, 
Growth and sustainability, Poverty alleviation, and Citizen Empowerment through the 
framework of democratic practices and decentralization policy reform.  
 
3.2 Poverty And Inequality in Cambodia 
Under reform and stable political situation, Cambodia has enjoyed growth and poverty 
reduction; however inequality has risen. Follows are some deeper inside into situation of 
poverty and inequality in Cambodia. 
 
3.2.1 Poverty in Cambodia 
Poverty is certainly not a recent problem in Cambodia. According to MOP (2009), “there are 
many different concepts and definitions of well-being of people and hence of poverty. People 
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are better off if they have greater command over resources and commodities; alternatively, 
they can be better off if they have limited command over specific type of consumption goods, 
such as good or housing. Similarly, people who lack capability to live with dignity in the 
society or are more vulnerable to shocks and disasters have lower well-being and are likely to 
be poor.” According to the World Bank (2005), despite data limitations, there is consensus on 
the principal characteristics of poverty in Cambodia. 
 
The poverty in Cambodia is more overwhelmingly in rural, with poverty headcounts ranging 
from a low of 10-15 percent in Phnom Penh to 40-45 percent in the rural areas, worsening 70-
80 percent in some areas around the Tonle Sap Basin (World Bank, 2005). Even though the 
figure declines modestly recently, Cambodia remains one of the poorer nations in the 
world. The 2008 listing places Cambodia at 131 out of 177 nations on the United Nations 
Development Programs according to Human Development Index (HDI) based on figures for 
2005.  
Table 2: Estimated number of poor in Cambodia, 2004 
(In Thousands) 
 Cambodia Urban Phnom 
Penh 
Other urban 
areas 
Rural Areas 
Total Population 13,035 610 1,417 11,008 
Number of food poor 2,607 6 162 2,439 
Number of poor 4,681 15 296 4,374 
% of food poor 100 0.2 6.2 93.4 
% of poor 100 0.3 6.3 93.4 
Source: Johansson and Backlund 2005, CSES 2003.04 
 
The table shows that out of a total population of only 13 million in Cambodia, 4,685 thousand 
people are still living in poverty. Among those, merely 0.3% resident in Phnom Penh and 90% 
of the poor lives in rural areas and the highest rates of poverty are found in households where 
agriculture is the primary source of income (World Bank, 2005).  
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Base the measurement of poverty of Human Poverty Index (HDI) by the Ministry of Planning, 
the index were around 35%-40% in various provinces in Cambodia, implying poverty are 
quite severe in rural provinces; while that in the capital Phnom Penh is only 14.3%. Therefore 
poverty is more of a problem in provinces than in Phnom Penh city. Figure 3 illustrates 
further detail about HDI by city and provinces in Cambodia. 
Figure 3: Human Poverty Indices by province, 2004 
Source: Cambodia Human Development Report, MOP 2007 
However, poverty issue seems to get better after time for both regions of urban and rural 
areas, if we have a look at the poverty index of 2004 and 2007. 
Table 3: Poverty Incident by Regions in Percentage, 2004 & 2007 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Regions 2004 2007 
Phnom Penh 4.6 0.83 
Other Urban 24.73 21.85 
Rural Area 39.18 34.7 
Cambodia 34.68 30.14 
Source: CSES 2004-2007
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Table 3 shows the amazing drop of urban poverty rate to only 0.83% in 2007 while poverty 
rate in rural areas decline at a much slower rate than urban areas and Phnom Penh.  
3.3.2 Inequality in Cambodia 
The benefits of economic growth in Cambodia have been unevenly distributed. With slow 
reduction in poverty rates and overall steady progress in Cambodia, the nation is still 
bothered by the uneven distribution of growth that has been skewed to the richest 20% (top 
quintile) as illustrated in the World Bank Poverty Assessment 2006. This has widened the 
gap between the rich and poor, and between rural and urban areas, a major concern shared by 
many stakeholders at present. This suggests that inequality with connotation of ‘the richer is 
getting richer than the poor’ vastly exists and continues to extent further gaps if nothing is 
done to improve the situation. 
 
According to the report by World Bank regarding ‘Inequality in Cambodia’, average living 
standards (measured as consumption of goods and services per capita per day) rose by 32 
percent in real terms between 1994 and 2004, in the parts of Cambodia in which trends can be 
compared directly, for example those areas which were covered by the survey in 1993/4. 
Nonetheless, this rise was associated with broadening differences between rich and poor, 
(World Bank, 2007). As shown by figures from SESC 1993/4, CSES 2004, the living 
standard of the poorest fifth of the total population in 2004 were only 8 percent higher than 
they were a decade earlier. However, over this same period, that of the richest fifth was 45% 
higher (roughly five times as fast as that of the poorest fifth), implying that the connotation of 
‘the rich is getting richer than the poor’; simultaneously, the standard of living of rural areas 
rose more slowly than those in Phnom Penh-the capital city, and other urban centers.  
 
Statistically, the Gini Coefficient of the whole country rose from 0.35 in 1993/4 to 0.42 in 
2004; this rise in national inequality has been driven by growing inequality within the 
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countryside, especially, (World Bank, 2007). However, that does not necessarily means 
inequality is not an issue in urban areas. Figures from SESC 1993/4, CSES 2004, show that 
urban consumption inequality appears to remain stable; yet it is still much higher than in the 
countryside, implying that inequality is an issue concerned both in rural and urban areas, even 
though the increasing rate of inequality in urban area appears almost stable. 
Figure 4: Consumption Inequality in Cambodia 
 
Figure 4 shows that the gap between the rich and the poor, and urban and rural area has 
grown from 1993/4 till 2004. Inequality is only 8% among the poorest quintile, while the gap 
from the poorest to the riches quintile is amazingly big. Inequality between rural area and 
urban is also becoming larger. 
 
Besides inequality in consumption, inequality in Service delivery and human development 
are also considered: 
- Inequality in literacy is closing over time. The literacy rate was in total as high as 77.6 
percent in 2008 (Source: General Population Census 2008, NIS), sharing almost 
similar rate between male and female; and almost similar rate for compulsory 
education (Junior high school from grade 7-9) of both rural and urban areas.  
57 
 
- Yet inequality in health care is still a problem. For example, children born in richer 
households receive better preventative care from before they are born and are less 
likely to be malnourished. Also many poor households lack the resources to cope with 
health shocks (World Bank, 2007). 
- Landownership is highly unequal while it used to be in a highly equal distribution and 
effective zero landlessness in 1989 (World Bank, 2007). There are vast majority of 
lands acquisition belongs to the rich, while many rural farmers sold their agriculture 
lands when the land price was boom in 2002 till the global financial crisis in 2008. As 
a result, there is around 20% rural landlessness in 2004. With huge amount of 
working-age population, roughly 62% (CDC, 2010), and limited off-farm 
opportunities, landlessness is a serious concern.  
- Gender-based inequalities, especially in terms of employment opportunity remain 
significant. 
Growth is said to be accounted for the increase in inequality in Cambodia. As GDP per capita 
continues to rise steadily, the World Bank report (2007) on ‘Sharing Growth: Equity and 
Development in Cambodia’ suggested that this growth has contributed to widen the gap 
between rural and urban areas and the rich and the poor within those areas. Acknowledging 
that the spectacular economic growth, averaging 10 per cent in the last decade, has 
contributed to reduce poverty by only one per cent per year, for example, from 45 per cent in 
1993 to 35 per cent in 2004 and to 31 per cent in 2007 according to the World Bank and the 
RGC estimates (Chanthou, 2009), this small improvement offers not much help to reducing 
the existing inequality. With the gini coefficient of 0.42, Cambodia is among the most 
unequal society in the region.  It is notable that in the last few years there has been a 
consensus among development partners (RGC and donors) that these phenomena took place 
because of the neglect of the rural poor and the agricultural sector. This is also supported by 
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World Bank (2004) claiming that recent economic growth in Cambodia has been narrowly 
based, and has not led to a significant reduction in poverty. Because most development is 
central around urban areas, especially the capital city, rural areas witness slower economic 
growth.  
Up to this point, we can conclude that economic growth does happen, though not very 
significant, in Cambodia. Simultaneously, there is a proof of poverty reduction in the last 10 
years. In other words, the living standard of Cambodian citizens has been improved to some 
extent. However, both this improvement and economic growth has been uneven by 
households and by regions. Growth has been benefited more to the rich and middle income 
rather than the poor and poverty reduction was seen better in urban areas rather than rural 
areas. This creates inequality in the country. And the rate of increase in inequality is seen 
unusually fast in Cambodia. Though this is the case, majority of people are mostly conscious 
about poverty, less mention about inequality. For example, in a national public opinion poll 
done by World Bank, when asked to specify the most important problems facing Cambodia, 
33 percent focus on poverty, and only roughly 2 percent mentioning inequality and unfairness.  
3.3.3 Poverty and Inequality Reduction Strategies in Cambodia 
Though economic growth is the major factor in increasing the national income, it does not 
necessarily induce to better poverty and inequality reduction. Having understood this, most 
policies of pro-poor growth have been emerged. Likewise, in its Rectangular Strategy of 
Development, the Royal Government of Cambodia (RGC) has made poverty alleviation strategy, 
including inequality reduction, as its top priority of development. 
A- National Poverty Reduction Strategy 
The rapid poverty reduction has always been the focus of the Royal Government of 
Cambodia’s vision. Aggressive plan of such was perceived by the RGC as an integral part of 
its “Triangle Strategy” for sustainable development which was launched in 1998 national 
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election of Cambodia. Later in early May 2001, the government started the development of 
the so-called “National Poverty Reduction Strategy” (NPRS) with consultation from many 
stakeholders including central government, local government, international and local NGOs 
alike. The plan was launched one year later in May 2002. 
Stated in the government’s NPRS, the priority poverty reduction actions are maintaining 
macroeconomic stability; improving rural livelihoods; expanding job opportunities; 
improving capabilities; strengthening institutions and improving governance; reducing 
vulnerability and strengthening social inclusion; promoting gender equity; and priority focus 
on population. With the initiation of NPRS, government determines to make more aggressive 
steps in reducing poverty and thus allocate more resources to achieve the plan. For example, 
according to NPRS 2002 report, Government has to spend a minimum of US$500 million per 
year to have a real impact on poverty alleviation in Cambodia. These planned expenditures 
were financed by Government’s own capital budget resources (US$230 million), Foreign 
Direct Investment (US$250 million) and Overseas Development Assistance (US$1.08 billion). 
In the first annual report of NPRS (MEF 2004), improvement on the aforementioned poverty 
reduction priority actions have been seen. The Cambodian economy grew by 5.2% in 2003, 
compared to 5.5% in 2002. Growth was seen in many key Macroeconomic indicators of 
Cambodia and many sectors ranging from agriculture, garment factories, construction, private 
investments, and tourism. Poverty has been reduced; inequality is still persisted though.  
One of the major strategy in poverty reduction stated in NPRS is ‘corruption is an endemic 
problem worldwide that can only mitigated through close cooperation among countries. 
Corruption activities are the result opportunity, behavior, and risk. The approach can only be 
holistic, participative, gradual, and sustainable’ (MEF, 2004). Understanding the adverse 
effect of corruption on growth and poverty reduction, the RGC has set up many initiatives in 
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combating corruption in the countries. Significant advances were made in government 
revenues and expenditure management. Other commitment in government anti-corruption 
effort includes its proposal draft of Anticorruption Law submitted to the National Assembly 
as well as its participating in the Anti-Corruption Action Plan for Asia and the Pacific. 
Currently, the legislative body approved in March 2010 the anti-corruption law enabled the 
country to establish the mechanism of national anti-corruption committee and the anti-
corruption unit. Recently, the draft law of anti-corruption required the government official 
appointed by the decree and above will have to the declarations of assets to public. Even 
though all these are just established and thus not many actions have been taken, this at least 
shows the government’s acknowledgment the importance of corruption reduction and its 
attention and commitment in so doing. 
B- Rectangular Strategy 
After the national election in 2003, the RGC has transformed the Triangle Strategy into 
Rectangular Strategy For Growth, Employment, Equity and Efficiency for Cambodia. 
Therefore, the forefront of the political agenda of the RGC has clearly reflected in its 
Rectangular Strategy, putting forth for the promotion of economic growth; at the same time 
generation of employment for all Cambodian workers; while implementation of the 
governance Action Plan and thereby ensuring equity, social justice, and enhanced efficiency 
and affectivity of the government; and accelerated the implementation of broad reforms in all 
sectors to reduce poverty and achieve sustainable development.  
One of the major structures for Rectangular Strategy is good governance. With that, the RGC 
was focusing on fighting corruption, resulting in the establishment of anti-corruption 
committee aforementioned and many reforms including judicial and legal reforms, public 
administrative reforms, reforms of the royal Cambodian Armed Forces, as well as public 
financial reforms, just to name a few. Understanding that poverty is causing tremendous 
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economic waster and loss and morally unacceptable and causing social polarization, serving 
the successor of the Triangle Strategy, the Rectangular Strategy putting up equity on top 
priority with poverty reduction and thus setting out for four major objectives. Collectively 
speaking, it aims for higher economic growth and sustainable development, while ensuring 
equitable distribution of the gains for the growth among the rich and the poor, between 
countryside and cities. Among many successful implementation of the strategy, Cambodia 
was able to integrate itself into regional and world economy, allowing for greater opportunity 
for majority of citizens. Economic situation continues to make good progress; poverty 
declined to 30.14% in 2007 and yet inequality was increased from 0.34 in 1993 to 0.4 in 2004. 
This slight reduction in poverty does not make Cambodia get itself out of the severe poverty 
countries in the list of World Bank and inequality becomes a bigger challenge for government 
which requires better policies and more strenuous efforts.  
C- Seila Program 
Understanding that the 90% of the poor are those from rural and very remote areas, in order 
to touch down deeper into the poor, the RGC and UNDP commonly decided to launch a 
program called SEILA in 1996, which was approved by the Council of Minister on 5th 
January, 2001 (RGC, 2006). Seila Program, an aid mobilization and coordination framework 
to support the country deconcentration reform, is a national effort to achieve poverty 
reduction in rural areas through improved local governance. Seila means ‘Foundation Stone’ 
in Khmer Sanskrit. Due to the legacies of prolong and extreme violence and deep widespread 
poverty, lack of trust, and suspicious with respect to government intentions, the people in 
general, especially rural population avoided engagement with the state. Thus, there was a 
need to develop a program that could at the same time address social fragmentation at the 
local level while increasing the legitimacy of local administration. This resulted in the birth 
of Seila program. 
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Seven years after the onset of the program, as of 2003, Seila program covers the whole 
communes/sangkats of 24 provinces and municipalities. Through Seila, the commune gained 
experiences through training on how to collect information, analyze, prioritized information, and 
plan their development activities with local participation. One of the major successes of Seila 
program is its ability to cover all of provinces and communes in the country within 6 years from 
its approval of establishment in 2001. Table 4 shows the process of the program expansion 
coverage.  
Table 4: Seila Expansion of Coverage 
Year Provinces % Communes % 
2001 12 50 509 31 
2002 17 71 1,283 79 
2003-2006 24 100 1,621 100 
Source: The Royal Government of Cambodia’s Seila Program, Annual Work Plan and Budget 2006 
 
During the first five years of implementation, 1996-2000, Seila piloted and enhanced new 
system for decentralize and deconcentrated planning, financing, and implementation in one-
third of Cambodia’s provinces and communes. It emphasized on village level and the election 
of Village Development Committees (VDCs), who were different from top down 
appointment village leadership. During this first phase, the program was also focusing on the 
involvement of women and men through a quota system. After the phase I, decentralization 
and participation has slowly emerged; the civil administration has been transformed from one 
uninterested in development and beleaguered by inefficiency to one that consists of 
technocrats concerned with administering bottom up process and good governance (Anderson, 
2004). The Second phase, 2001-2005, Seila continues to support the design and 
implementation of decentralization policies. Furthermore, it has been tasked with external 
development assistance in support of the Cambodia national decentralization and 
deconcentration policies including the commune level Local Development Fund (LDF) and 
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the Provincial Development Fund (PIF). Particularly speaking, Seila program seems to have 
stuck the good balance piloting new ideas of additional resource, creating the foundation for 
participation among local and sub-national authorities, without posing threats to the central 
government (Anderson, 2004).  
Recently, the Seila Program of the Royal Government of Cambodia has offered a working 
model for Government Donor coordination and partnership, providing a framework for multi-
donor financing of rural development and poverty reduction through technical and program 
support and direct investments in local services and infrastructure (Sothearith, 2004). 
According to RGC (2006), the Seila Program’s goal is to contribute to poverty alleviation 
through good governance. It seeks to provide the foundation for rural poverty alleviation and 
good local governance using a two-pronged approach:  
a) developing and strengthening local institutions in support of D&D rural development; 
and 
b) providing efficient and effective grant financing for investments in locally managed 
infrastructure, identified as priorities through a participatory process, at both the 
provincial and commune levels. Under the first phase of implementation, 1996-2000, 
the Seila Program enabled the Royal Government to formulate and fully test in five 
provinces deconcentrated and decentralized systems focused on the province and 
commune as the two sub-national levels for budgeting, planning, financing and 
implementation of local development.  
Seila program is one of the Royal Government of Cambodia’s strategy to harmonize and 
mobilize all internal and external sources and funds in reaching down to province and 
commune levels, so as to address the issues of poverty existing in those areas that could have 
been overseen at the higher level of institutions.  
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To sum up, we see poverty and inequality issues have been in the center attention of 
government from the first legislative till today. Cambodia with its developing partners is 
determined to do their best to widen and deepen the reforms in all aspects of developments. 
The Rectangular Strategy, the National Poverty Reduction Strategy, the Governance Action 
Plan and other programs, trying to achieve which is ambitious. Nonetheless, through its 
significant times and tremendous efforts, both in its national strategy and its effort in 
partnership, some progress has been made especially to the reductive in poverty in Cambodia. 
 
3.3 The Public Financial Reform in Cambodia 
[A country can influence its national economic and social development (poverty and 
inequality alleviation) through several channels and instruments. The first, mentioned by 
World Bank (2007), is through raising revenue and directing public spending. In fact, 
Cambodia public financial Management (PFM) system has a number of serious problems, but 
its reform program over the last two years has begun to make significant headway in 
bettering this system.  
 
At the beginning of 1999, the Government of Cambodia decided to launch a broad reform 
agenda program on its implementation with donor countries. Simultaneously, the 
Government Action Plan (GAP) was formulated to guide and assist the reform agenda. The 
agenda of reform includes improvement to legal system, the comprehensive reform of public 
administration, security force reform, military reform, and especially the reform of public 
finance management, shortly known as PFM.  
The public finance reform, whose long term objective is to incorporate what are generally 
accepted as best international standard and thus make an effective public finance, started in 
2003. According to MEF (2004), the reform program consists of: first, a prioritized and 
sequence strategy and action plan which bases clearly on setting vision of the PFM as well as 
prioritization government plans and other policies to permit development of a rolling, multi-
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year, annual work program; second, complementary capacity building and organizational 
change, which stresses on the building capacity to support the PFM reform through 
identifying approaches to address key capacity weaknesses that would need to overcome for 
successful implementation; third, performance management or indicators which is about the 
establishment of a performance management system to handle program formulation in order 
to improve transparency, accountability, monitor progress and enable international 
comparison; fourth and certainly not the least, coordinated donor support mechanism, 
focusing on developing a coordinated donor mechanism to assist the RGC with 
implementation of its PFM reform agenda.  
 
This PFM reforms would open up possibilities for more effectively and efficiently directing 
public expenditure toward poverty reduction. Its priorities would include (World Bank, 2007): 
- Increasing revenue collection, especially through improving tax administration 
- Striving for strong, transparent measures for the effective use of the very considerable revenue  
- Reallocating spending toward priority goals, shifting spending from general 
administration to priority sector and changing the balance of ODA (Official 
Development Assistance) from technical assistance to capital spending 
- Mounting capital spending with emphasis on economic sectors including roads, irrigation, 
and energy that would shape the distribution of opportunities and pattern of growth 
- Increase current spending, both on maintenance (to sustain the value of capital 
investment) and on public sector salaries.  
The PFM reform program, volume one, designed by MEF, stated the four intermediate 
objectives of the reform: a more credible budget, effective financial accountability, the 
RGC’s policy agenda becomes fully affordable and prioritized, and RGC managers 
become fully accountable for program performance. These objectives will be formalized 
into four platforms; each platform will be done at four stages. Recently, the RGC has just 
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finished stage I in support of platform I, which was evaluated to have quite a satisfying 
result.  "Cambodia is under a busy agenda of Public Financial Management Reform 
Program (PFMRP), which is now crystallizing its first stage success, a more credible 
budget, while moving into the second stage, an efficient financial accountability" said 
Senior Minister Keat Chhon, Minister of Ministry of Economic and Finance. Therefore, 
now RGC is proceeding to achieving stage II for platform II. As stated in the program, the 
RGC implies that to achieve the vision of Public finance Management will require a long 
term commitment and much effort. Furthermore, the success of this reform program, as it 
stresses, depends on progress made in other sector reforms as well as support from all 
level of government, private sectors, donor community, civil society, as well as 
participation from the citizens.  
 
3.4 Public Participation in Cambodia 
Good governance rests on four pillars including accountability, transparency, predictability, 
and participation (World Bank, 2007b). In pursuing ‘Good Governance’ as a structure in its 
Rectangular Strategy, the RGC understands the necessity of participation from its lower 
authorities and the citizens at large.   
After transforming from a monarchy state to a democracy one in 1993, newly elected 
government born from the national election of citizens has made many significant policy 
reforms in the framework of democracy. It has come to understand as well that centralization 
excludes the people from meaningful participation in the dynamics of governance. 
Acknowledging the importance of people participation in their democratic policy wheel, the 
government in its reform in 1999 has introduced the “Decentralization” policy to open for 
more involvement of their citizens in the nation’s development path. Cambodia’s 
decentralization process commenced in 2001 with the enactment of laws on commune 
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administration, management and election. With the commune election in February 2002, 
Cambodia is said to have taken a bold step toward deepening democracy. During such, 1621 
councils were elected, follow-on with 11,261 councilors taking office and assuming 
responsibilities for local governance and local development (Pack Cambodia, 2005). 
In an interview of the World Bank Newsletter Volume 2, Number 5 on May 04, 2009, Mr. 
Louise Scura, task team leader of Rural Investment and Local Governance Project explained 
the idea of decentralization as “Decentralization in Cambodia refers to the delegation of 
political authority from the national government to the newly elected local governments at 
the commune level.” This give rights to citizens to elect who to lead their own district; such 
empowerment to some extent shed light on people’s participation in government policy. The 
objective of the decentralization is to make government more responsive to and accountable 
for the needs of the people at the local level.  
Along with decentralization, the government of Cambodia has also introduced another reform 
known as “Deconcentration” to de-concentrate the power and administrative tasks at the 
higher level institutions. Deconcentration is needed to enhance public participation in a sense 
that it distributes some tasks and decision making power in a certain level to the local 
government. In that sense, the influential power of the citizens on local government is more 
meaningful. In contrast, given that all power lies in the upper institution, even though citizens 
are able to persuade local government in some policies or project, the local government could 
not do anything, given that power and decision making do not lie in them. In short, 
decentralization and deconcentration (D&D) of power from the central government to local 
government is one of among major reforms of the government in allowing for participation 
from citizens and thus making ways for poverty alleviation, development, and 
democratization in Cambodia.  
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In practice, some example of public participation includes Public consultation on the draft of 
law and participation in local development project and planning. After drafted with experts 
and before being sent to the parliament, usually some draft laws are put for public 
announcement through media like newspapers, television, and website and so on to call for 
participation from citizens at large. Beside public announcement, other means of attracting 
participation is by hot line, telephone calls to defined specific participants based on the 
objectives of the participation and the participants’ relations to the law. Direct participation is 
also being employed as another option by getting the local authorities at district or commune 
levels to inform and make decision on selection of citizens to participate in the discussion or 
deliberation of the draft law. The results of the participation are generally served as policy 
proposals to the government and parliament. Another example of public participation in 
Cambodia is citizen participation in the development project and planning in provincial or 
city or district and commune level. Usually, after studying the situation of the village, 
commune, district, provincial or city, the local government makes the draft of development 
proposal to be sent to the government for decision and decision. Before the draft is sent the 
local government does sometime seek for discussion from their own citizens to see if the 
proposal meets with their needs or should there be anything else to propose to the 
government and its priority so on and so forth. As a result, they would send the report of the 
discussion together with the edited proposal to the government.  
To sum up, since the elections, the RGC, in collaboration with both the donor community and 
citizens, has made substantial progress in pursuing democratic local governance through 
decentralization and deconcentration (D&D) reform, providing the Cambodian people with 
greater opportunities to influence the decisions that affect their lives and therefore 
contributing to creating better policies that would meet with the needs of the citizens.  
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Chapter IV Analysis and Policy Recommendation 
 “Aggregate success in economic development hides a great diversity of development 
experiences; among and within countries, not all have shared equally in the benefits of the 
region’s growth”, mentioned in ADB (2001) in its ‘Moving the Poverty Reduction Agenda 
Forward: In Asia and the Pacific’ report. The same is also true in Cambodia, one of the 
developing countries in Asia and the Pacific.  
As a result of finding in previous chapter, there is indeed progress in economic and social 
sectors in Cambodia. For example, economic grows at around 10.6 percent in the last 5 years 
and poverty was reduced from some 45-50 percent to approximately 35 percent within 10 
years. However, success also creates its own problems; behind this growth, there is 
increasingly unequal distribution of income and wealth. In other words, with this 
improvement, Cambodia is still under challenges of poverty pervasiveness and its reduction; 
simultaneously, it is facing the inequality matters as well. Economists do propose for better 
attention on whether or not the growth has spread and benefits the whole population and not 
merely certain group of people, implying that while economic growth is good to see, focus 
should also be on poverty and inequality alleviation because poverty will be faster in 
countries where income growth is combined with falling inequality. Therefore, in a sense 
when Cambodia is trying to alleviate its poverty, inequality reduction should as well be 
included.  
In addressing poverty, and in some part as well of inequality reduction, the Royal 
Government of Cambodia (RGC) has put quite tremendous efforts and resources, 
producing out planning, strategies, programs, and implementation in coping with the foresaid 
matters. Some examples of which are National Poverty Reduction Strategy, Rectangular 
Strategy, and Seila Program. The first two strategies are initiated by the RGC, while the last 
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one is cooperation between outside donor and RGC. Through these, some progresses have 
been made; local investment and development has been focused. Clearly, some 
infrastructures particularly in rural areas, where majority of the poor population are residing, 
are being built and repaired; those involve schools, hospital, roads, electricity and water 
supply, which give them better access to quality education, health care, and better quality of 
living.  However, the progress is still limited; many citizens in rural areas do not have access 
to acceptable accommodation, quality education, convenient accessibility to other regions, 
and electricity and water supply. Their income is very low and totally dependent on their 
family-supported crop. This is because the coverage of the programs and services are not 
spread equally over the country, especially remote areas. The resources, man power, time, 
and budget are also limited, forcing the government to be able to touch only the superficial 
phase of the plan, at least for the time being.  
Moreover, decentralization and deconcentration policy (D&D) has been introduced in 1999 
by the Royal Government of Cambodia. Cambodia’s D&D commenced in 2001 with the 
enactment of laws on commune administration, management and election, when citizens have 
the right to indirectly participate in their commune development through the election for their 
own commune leader, who will also be in charge for the administration, development, and 
the inter-link between the central government and the local citizens. Seila program also serve 
as a catalyst in pushing and deepening decentralization, particularly enhancing D&D in 
Cambodia, especially in provincial and remote regions. With these efforts, some 
participation from the local citizens and their good interaction and cooperation with their 
local authorities has been seen. As a result of D&D policy, public participation in Cambodia 
slowly emerged, indirectly, ranging from national election for the central government, to 
provincial and commune, as well village authorities, and directly ranging from the 
participation in commenting on draft law, participation in development plan in commune and 
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village level so on and so forth. However, participation progress is still rather limited. Citizen 
participation has not been widely practiced. The implementation has not covered all 
provinces, and thus not to mention smaller administrative divisions of communes and villages 
in Cambodia. In many rural areas, majority of citizens do not even have good access to 
information and knowledge about their rights in participation; also interaction with commune 
and village authorities and provincial government is very narrow, even though they are given 
chances to do so. The challenging in participation is the citizens’ limitation of knowledge; 
many of people in rural areas do not even understand what development plan, 
decentralization and deconcentration is. Moreover, they have clue of why they should 
participate, what benefits they will gain from participation, so on; therefore, they find no 
incentives and have restricted capacity in participating. Hence, the RGC need more efforts 
and techniques in enhancing and increasing real participation to happen.   
While discussing about poverty and inequality matters and strategies for the equity growth to 
happen, a lot of economic theories and studies intrigue an idea of effective public finance 
as one of the key factors in contributing to poverty and inequality reduction. By the means 
of public expenditures; government could affect economic growth and at the same time affect 
the poverty and inequality issues through means of redistribution. This is associated with the 
government functions of resource allocation and reallocation, in a fairer and more transparent 
means, within the budget constraint, for the purpose of improving equality and reducing 
poverty in a nation. While allocation and reallocation should be made through fair and 
transparent procedure, it should also be indicated for a more equity in distribution as well; in 
other words, this is to be accomplished through income transfers and provisions of goods and 
services that maybe greater benefit to the poor population. This pro-poor policy implies that 
the benefit incidence of public expenditures does have a potential significant impact for 
changing the welfare of the poor people. For instance, some experiments show that increasing 
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the supply of certain services like education, health care, and clean water, have been 
fundamental to lift people out of prevalent poverty and increasing equality among citizens. 
 
Despite the vast literature studies in Public Finance, establishing the one with transparency 
and efficiency is still a challenging problem for almost every single country, ranging from the 
most developed to the least developing countries, and Cambodia’s is no different. Cambodia 
public finance is not yet strong enough to take its vital role in achieving efficiency in 
coping with aforementioned problems of poverty and inequality for the public finance itself 
is facing its own matter of transparency and management. The lack of transparency in the 
public finance is not only ethical issues, but they negatively affect good public finance 
management. They deprive governments of desperately needed resources for development, 
engender criticism and disillusionment with the process of economic development and can 
result in political alienation and withdrawal of legitimacy and instability. These inefficiency 
problems like poor targeting, deficient financial management, and funding leakage, may 
undermine pro-poor public spending severely (World Bank, 2008, p233). Furthermore, most 
financing sources of the strategies and programs for pro-poor and equity growth policy are in 
some parts or all financed by international donors. Therefore, there is a need for a more 
transparent in terms of planning, financing, and implementation procedure. Having 
acknowledged and understood the situation, Cambodia is making its best efforts under the 
cooperation with the World Bank in reforming its public financial system, while phase I 
implementation has been completed with some fruitful results. Still, more have to be done.  
 
Likewise, improving public finance, the role is not merely on the government. Citizens are 
as well the major key factors in increasing transparency and directing as well as improving 
redistribution matters towards the right target for a development where economic should meet 
with equity.  
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This gets us back to the inter-link of the four variables - poverty, inequality, public finance, 
and public participation. It was proven that inequality, which is usually ignored when 
economic growth and poverty reduction is seen, is actually important for a greater elimination 
of poverty and enhancement of equity growth. It makes the vast majority of people, 
especially the poor, able to reap the benefits from this development, and thus not merely a 
certain group of people. This inter-link between poverty and inequality is thus necessary 
especially for developing countries whose majority of people are the poor. In this response, 
public finance can have positive impact in contribution to equity growth and poverty 
reduction. However, this requires for effective and transparent public finance, which could be 
achieved through public participation mechanism. In short, poverty reduction should link to 
the decreasing in inequality which could be realized by the efficient and transparent in public 
finance, especially public expenditures through the mechanism of participation from the 
citizens.  
Therefore, many governments in Europe and Asia have employed public participation 
mechanism in their good governance strategies which have been very successful, especially 
in their fiscal policy particularly in public expenditures. In another sense, public participation 
mechanism could also help the government produce better policies which suit with the needs 
of the citizens better and thus to a large extend contribute to good progress in poverty 
alleviation and especially inequality reduction, which as a result, able to achieve satisfaction 
and support from the citizen at large. Examples and experiments from the cases 
aforementioned of the United States, Brazil, and India show the effectiveness of public 
participation in dealing with social and policy issues, and in diverting a certain budget to 
village level, who are given chance to discuss about their development plan and policy 
recommendation to be proposed to central state government, tailed to their citizens’ needs. 
However, it must be admitted that not every public participation practice is successful and 
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needed. Some villages in India did not experience successful citizen participation as others 
did. That was due in some parts to how participation was made, the knowledge of those who 
participated, the weak management of local authorities, and the lack of resources and budget 
and so on. 
The three case studies indicate some common factors for successful public participation that 
is able to achieve the goals set:  
‐ First and foremost, the commitment and cooperation is highly needed; without such, 
nothing could ever happen, or at least not effectively. The commitment should be 
from the government both central state and local government; as long as they have the 
strong willing in pushing public participation wheel, to increase the transparency in its 
administrative and budget management. When these are met, cooperation and 
commitment from citizens is as well required. With them both working out together, 
the goals set could be in no time achieved.  
‐ Second, of course, these are only realized with the availability of resources. Without 
having enough time, man power from private and public sectors, and sufficient budget, 
public participation could not take place. The resources are also tremendous stimulus 
for citizen to mobilize and participate not only in planning but also with their ‘sweat 
equity’ in thousands of volunteer hours. 
‐ Third, they look at capacity building of their administrative staff, local authorities, as 
well as the citizens before the onset of the program through facilitating a learning 
process for delegates and stakeholders, making sure they understand why they are 
here, what the goals of the participation are, how to participate, and how to make a 
good planning or project by taking into consideration the resources they are having.  
‐ After that regular meeting and revision of plan and projects, revised and addressed to 
urgent needs is made, making it flexible to any changes occurs after the planning. 
75 
 
Cambodia has also taken some steps for public participation, as mentioned earlier. 
However, the form and the scope of participation are still limited to the types of policies 
and among the regions. There are some rationales proposing that participation in 
Cambodia should also be touched deeper and its implementation should be 
strengthened, particularly when it comes to policies that affect their lives, like rural 
development planning and budgeting procedure: 
- First, Cambodia is under a reform of achieving a bottom-up approach in some of their 
policy decision making; 
- Also, this will serve as a chance to implement genuine decentralization in the interests 
of the local poor people and communities. The decentralization defined as a policy 
process to delegate and transfer the power to local political structure in the purpose to 
provide opportunities to revitalize democratic framework and increase citizens’ 
participation in politics and political decision making to achieve a more equitable 
allocation of resources to poor and marginalized people is rarely realized and is 
constantly being undermined and challenged by those who benefits from the current 
status quo. Therefore, public participation attempts to implement and reinvigorate 
decentralization by enhancing and enforcing the abilities of citizens to take part in the 
opportunities provided by decentralization; 
- To bring about real change through targeting, engaging with, and monitoring local 
government official-making them to account for their works and responsibilities; 
- To increase transparency in public finance expenditures for local communities and 
districts and even higher level in budgeting planning and implementation; 
- To enhance communication and interaction between citizens and local government 
and indirectly to central government as well. That will bridge better understanding 
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and trust between the two parties, resulting in stronger relationships that could be 
beneficial for both sides; 
- Participation will produce vary policies of each development projects and budgeting 
strategies while a one-size-fits-all policy model is too dangerous and would complex 
processes of governance and democracy; 
- The last but never the least reason for such participation is for the sustainability of the 
development project and program. The citizens can analyze the on-going project, its 
problem, reflect and take action to correct the mistakes before it is going too far to 
correct. 
The purpose of rural development project objective is working toward poverty and inequality 
reduction. This pro-poor project thus could not be detached from the participation from the 
poor itself. However, this is not to be done without challenges. The roadblocks involving in 
public participation in Cambodia could be:  
- The lack of resources would be the major challenge for the government to put public 
participation into practice. The first resource would be the capable human resource in 
the government administration, especially local authorities. The second one would be 
the limited education of local citizens. They have low understanding about how to 
participate, why to participate, and what huge benefits they would gain upon 
participation. On top of this, time consuming would be another challenging factor, not 
to mention about the inadequate budget for such practice.  
- Because of the limited knowledge, the participation process might face some 
challenges. That includes the domination by some certain group of participants, and 
the other weaker participants could be easily swayed; thus the planning might be set 
tailed to the benefits of the dominators which results in the lack of trust and less 
motivation to continue participation from the rest. That would be more serious if they 
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are swayed by political will people, who make take this opportunity to induce people 
for their own goals and benefits.  
- Under the circumstance of limited of knowledge, and the fear of other political will, 
some participants feel reluctant to involve in the process; also they find no benefits of 
doing so. There are also those who join merely for the sake of joining and little 
benefits like provision of clothes, rice, cooking ingredients so on. This type of 
participation will not produce the result that is fruitful enough to achieve the real 
intention of participation. 
- It might come under criticism on several fronts. First, it could be the criticism for the 
lack of inclusiveness. Of course not every single person in the community will be 
involved. The same thing also happened in NRP in Minneapolis. It is difficult to 
involve racial, ethnic minorities, and new immigrants. This might not be the problem 
for public participation in Cambodia nowadays; since all are invited but very few are 
willing to come. But this could be exploited as criticism for political reason, resulting 
from the arousing of complaint starting from some opportunists working against the 
government. Public participation could thus be a tool for political manipulation if not 
taken with care.  
Of course these challenges are not the only ones and they are not unique to Cambodia. Many 
countries and regions practicing public participation are facing almost the same difficulties. 
In response to those challenges, Cambodia will need more tremendous efforts and serious 
consideration of those. In addition to some common factors for successful public 
participation mentioned in the cases above, following are some recommendation for tackling 
those challenges aforementioned so that public participation would be a smoother and more 
effective practice in Cambodia: 
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- Cambodia must be dealing with limited financial resource and funding for the 
initiation of public participation.  
- Also, the government need to raise awareness of citizen participation, not only to 
provincial but smaller division regions must be touched. 
- One of the utmost important works not to be neglected is the law on citizen 
participation, especially in the aspect of budgeting. This will take long time, yet once 
such law is made, the citizen participation process will be made a systematic and 
more organized. This will also provide the local government a comprehensible 
guideline of how they might involve citizens and to what extent. 
- To enhance the initiation and implementation process, an organization responsible for 
citizen participation like the government board or committee on citizen participation 
should be establish. They will ensure transparent and just procedure of the on-going 
of the program. For example, they will announce publicly the availability of the 
budget for each local level to all media in the country; they will also make sure that 
the citizens have the opportunity to involve in planning, where necessary, and inspect 
over those budget spending.  
- Capacity building is highly needed, for both types of stakeholders including local 
administrative government and the citizens. Various types of capacity building should 
be made to ensure and increase the capacity performance of the public staff. They 
should be encouraged and given the opportunity to experience administrative 
management and diverse public participation practice in other countries. More 
training facilitation should be provided to citizens to enhance their participation 
procedure, the best practice to produce good planning, and how the planning and 
participation they are attending will positively affect their lives so on and so forth. 
With continuous training and experiences, public participation will be a great practice 
for Cambodia.  
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- Regular stop and check: adaptability, flexibility, and efficiency will be the key 
considerations in the review of the participation process as well as its planning results.  
Once a step on public participation has been taken; it is easier to begin a second step. Given 
that public participation that is to begin in the lowest level of government-village, more 
participants and bigger participation is expected to be initiated. When the village level is 
effective, participation process could also be considered for district, provincial or city level.  
It is difficult to predict what changes may occur in the country and its regions, yet public 
involvement should be designed to provide sufficient flexibility and adaptability to address 
the diverse and changing needs to the people in the region. 
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Chapter V Conclusion 
In conclusion, the Royal Government of Cambodia has devoted significant time and 
tremendous efforts to rehabilitate and redevelop the nation from ashes of genocide by Khmer 
Rouge and protracted wars, until the restoration of peace, political stability, and gradual 
growth, which have positively acknowledged, nationally and internationally. However, 
rebuilding and reforming in striving for the development is already a very difficult task to 
achieve; it is even more difficult when a nation has to do so with its limited financial and 
human resource capital. 
 
Indeed, we understand that making Cambodia free from poverty and inequality is a long term 
and admirable challenges for the government. These challenges could not be solved in one 
month or one year. Still with well designed program and combined efforts and actions would 
be a great stepping stone enable Cambodia to achieve positive changes in enhancing the 
better living standard of our people. This requires not only from the government, yet other 
stakeholders including donor community, the private sector, non-governmental organizations, 
civil society and officials, civil servants in all ministries and institutions, members of 
assembly and senate, executive and juridical branches, members of armed forces, the 
authorities in all levels, and more importantly every citizen to provide support and active 
participation to contribute to achieving the goals set in a more effective and efficient way.  
 
As far as we have found out, growth is not always good for the poor because it could be 
unevenly distributed to the top and middle distribution; simply put, growth usually, at least in 
the case of Cambodia, benefit more to the rich and middle income people and merely less to 
the poor, resulting in ‘the rich is getting richer than the poor’, producing bigger and bigger 
gaps between the two from time to time. This phenomenon describes the increasing 
inequality in the country.  
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To tackle that problem is not to tackle growth because growth does not absolutely give no 
benefit to the poor. Somehow the poor could enjoy the advantage from growth, even though 
the growth itself is very small relatively. Growth is needed; and so does poverty and 
inequality reduction. Therefore, Cambodia should be working more on pro-growth policies, 
the government needs to make sure the vast majority of the population, not only the top 
distribution, could also benefit largely from this growth. Furthermore, policy programs 
should also be designed to cater to the needs of the poor. What is most important is to make 
sure that the implementation of that pro-poor policy program is effective and efficient enough 
to achieve the targeted goal. To conclude, both pro-growth and pro-poor policy needs 
‘transparency’, which could be achieved by involving citizens.  
Any types of policy, pro-growth and pro-poor cannot go alone without the efficiency in 
public finance. Transparent and efficiency budgeting is the most challenging for every 
government, not to mention that in developing countries like Cambodia where finances and 
resources are already very limited. The new paradigm requires for citizen participations, 
particularly in this budgeting and planning process, especially from local level of authorities, 
as a solution toward a more efficient and transparent of public finance at local level, and in a 
huge part building trust and good relationship between the public and private sectors. This is 
to include the previously excluded residents in involving in policy-decision making that 
would affect their daily lives.  
Citizen participation in transparent budgeting, toward the ultimate goal of poverty and 
inequality reduction is not a new idea. It happened as early as the emerging of democracy in 
Western countries. It has been used in many countries and supported by a lot of scholars. 
“Reducing poverty is not just a matter of economic development….it is also a matter of good 
governance with concern for the participation of the entire population in the development 
process for reasons of social justice and long-term development prospects” said Jean Bonvin, 
82 
 
President of OECD Development Center (Carvalho, 1998). However, in order to involve, 
citizens must be equipped with enough capacity; otherwise, their participation would be just 
meaningless or could be exploited in a worse case.  
Therefore, capacity building is required if public participation is to be practiced. Besides, 
Cambodia still needs to face and deal with many challenges in achieving a smooth and 
efficient public participation, particularly in budgeting. This requires longer time and more 
efforts; however, witnessing the efforts and progress Cambodia is making nowadays, 
realizing the public participation in Cambodia is deemed to be positive. 
 
 
 
 
 
 
 
 
 
 
 
83 
 
Bibliography 
 
1. Andersen, Henny. Cambodia’s Seila Program: A Decentralized Approach to Rural 
Development and Poverty Reduction. World Bank, 2004. 
 
2. Asia Development Bank (ADB). Participatory poverty assessment in Cambodia. Manila: 
Asian Development Bank, 2001. 
 
3. Asia Development Bank (ADB). Cambodia Country Study: Identifying Disability Issues 
Related to Poverty Reduction. Foundation for International Training. RETA 5956, 2002. 
 
4. Asia Development Bank (ADB). Country Strategy and Program 2005-2009: Kingdom of 
Cambodia, 2005. 
 
5. Asia Development Bank (ADB).  Inequality in Asia: Key Indicators 2007 Special 
Chapter Highlights, 2007. Retrieved on November 16, 2009 from: 
http://www.adb.org/Documents/books/key_indicators/2007/pdf/Inequality-in-Asia-
Highlights.pdf 
 
6. Asia Development Bank (ADB).  Report and Recommendation of the President to the 
Board Directors: Proposed Program Cluster, Grant for Subprogram 1, and Grant 
Assistance: Kingdom of Cambodia: Public Financial Management for Rural 
Development Program. Project number 41373, 2008. 
 
7. Agentur. EU increasingly impatient with Cambodia over anti-corruption law. European 
News, 2007. Retrieved on August 4, 2009 from: 
http://www.monstersandcritics.com/news/europe/news/article_1250281.php/EU_increasi
ngly_impatient_with_Cambodia_over_anti-corruption_law 
 
8. Amiel Y., and Frank Cowell. Thinking about Inequality, Cambridge: Cambridge 
University Press, 1999. 
 
9. Aray, Kanokpan Lao. How Can Cambodia, Lao PDR, Myanmar, and Viet Nam Cope with 
Revenue Lost due to AFTA Tariff Reductions? ERD Working Paper Series No.29, Asian 
Development Bank, 2002. Retrieved on 29 July 29, 2009 from: 
http://www.adb.org/Documents/ERD/Working_Papers/wp029.pdf 
 
10. Bhatnagar, Deepti; Rathore, Animesh. Participatory Budgeting in Brazil. Indian Institute 
of Management and Magui Moreno Torres and Parameeta Kanungo, World Bank. 
Washington DC., USA, 2002. 
 
11. Bourguignon, Francois. The Growth Elasticity of Poverty Reduction: Explaining 
Heterogeneity across Countries and Time Periods. in: T. Eicher and S. Turnovsky, eds. 
Inequality and growth. Theory and Policy Implications. Cambridge: The MIT Press, 2003. 
 
12. Bruno, Michael; Ravallion, Martin; & Squire, Lyn. Equity and Growth in Developing 
Countries: Old and New Perspectives on the Policy Issues. Policy Research Working 
Paper. World Bank, 1996. 
84 
 
13. BBC News. Retrieved on July 29 2009 from: 
http://news.bbc.co.uk/2/hi/business/5027168.stm 
 
14. Carvalho, Fernanada. Fighting Extreme Poverty in Brazil: The Influence of the Citizne’s 
Action on Government Policies. OECD Working Paper No. 142, 1998. 
 
15. The Council for the Development of Cambodia (CDC). CAMBODIA: Cambodia 
Investment Guidebook. Phnom Penh. Cambodia, 2010. 
 
16. Center on International Cooperation (CIC). Public Finance and Post Conflict 
Statebuilding: Meeting of Case Study Authors and Advisory Committee. Greentree Estate, 
Manhasset, New York, 2005. 
 
17. Central Intellectual Agency (CIA). Southeast Asia: Cambodia. The World Factbook, 
2009. Retrieved on November 17, 2009 from: 
https://www.cia.gov/library/publications/the-world-
factbook/geos/countrytemplate_cb.html 
 
18. Chanthou, Boua. The Global Economic Crisis’ Impact on the Millenunium Development 
Goals (CMGs). Reported in 5th Asia Economic Forum: Asia’s Challenges and 
Opportunities During the Time of Global Economic and Financial Crisis. April 5-7, 2009.  
 
19. Charles J. Bullock. General Considerations Concerning Public Expenditures, 1924. 
 
20. Chen, Shaohua & Ravallion, Martin. The Developing World Is Poorer Than We Thought, 
But No Less Successful in the Fight against Poverty. Policy Research Working Paper. 
World Bank, 2008. 
 
21.  Creighton, James. Designing A Public Participation Program (Part Two) and Public 
Participation Tool Kit (Part Three). In the Public Participation Handbook: Making Better 
Decisions Through Citizen  Involvement. Joseey-Bass, 2005. Pp. 27-137. 
 
22. Crosbie, D. Understanding Asian Cities: Phnom Penh. URC, Ministry of Land 
Management Urban Planning and Construction. Phnom Penh, 2004. 
 
23. De Ville, V. & Westfall, M.S. Urban Indicators for Managing Cities: Cities Data Book. 
Asian Development Bank, Manila, 2001. 
 
24. Economic Institute of Cambodia (EIC). The NGO Forum on Cambodia: Guide to The 
National Budget. Phnom Penh, Cambodia, 2007. 
 
25. Fundacion Ambientey Recursos Naturales (RARN). Public Participation and Sustainable 
Development On-Line Module, 2009. Retrieved on July 10, 2010 from: 
http://farn.org.ar/docs/pp/en_index.html 
 
26. Fung, Archon; Fagotto, Elena. The Minneapolis Neighborhood Revitalization Program: 
An Experiment in Empowered Participation Governance. 2005. Retrieved on July 08, 
2010 from: 
http://www2.ids.ac.uk/logolink/resources/downloads/Recite_Confpapers/NRPFinal.pdf 
 
 
85 
 
27. Global Organization of Parliamentarians Against Corruption (GOPAC). Corruption: 
Case in Cambodia. 2005. Retrieved on July 29, 2009 from: 
http://www.gopacnetwork.org/Docs/SEAPAC/CORRUPTION%20IN%20CAMBODIA.p
df 
 
28. Hach Sok. The Political Development in Cambodia: How to Unite the Gordian Knot of 
Poverty? Economic Institute of Cambodia. Phnom Penh, Cambodia, 2005. Retrieved on 
July 29th 2009 from : 
http://www.eicambodia.org/downloads/files/ER10_politicaldevelopment.pdf 
 
29. Hillman, Arye. Corruption and Public Finance: an IMF Perspective. European Journal of 
Political Economy, 2004. 
 
30. IHS : International Historical Statistics : Africa, Asia & Oceania 1750-2000, edited by 
B.R. Mitchell, Basingstoke : Palgrave MacMillan 4th ed. 2003 
 
31. Japan International Cooperation Agency (JICA) & Ministry of Commerce (MoC). The 
Study on Regional Development of the Phnom Penh-Sihanoukville Growth Corridor in 
the Kingdom of Cambodia. Phnom Penh, Cambodia, 2003. 
 
32. Jackson M. Peter. The Foundation of Public Finance. Volume I & II. Edward Elgar 
Publishing Limited, Cheltenham, UK, 1996. 
 
33. Jeffrey L. Pressman & Aaron Wildavsky. Implementation (3rd Ed.). University of 
California Press, LA, London, England, 1978. 
 
34. Johnston, D.C. United Way, Faced With Fewer Donors, Is Giving Away Less. The New 
York Times, 9 November 1997. 
 
35. Kanbur, Ravi and Diganta Mukherjee. Poverty, Relative to the Ability to Eradicate It: An 
Index of Poverty Reduction Failure. Economics Letters 97(1): 52-57. 2007. 
 
36. Kaufmann, Daniel; Kraay, Aart; & Lobaton, Zoido Pablo. Aggregating Governance and 
Indicators. Policy Research Working Paper. World Bank, 1999. 
 
37. Knack, S., and P. Keefer. (n.d.). Does Social Capital Have an Economic Payoff? A Cross-
Country Investigation. Quaterly Journal of Economics 112, no. 4 (November): 1251-88 
 
38. Kolstad, I. Direct Budget Support and Corruption. Anti-Corruption Resource Center. 
CHR.Michelsen Institute (CMI). U4 Issue 1:2005. Retrieved on July 29, 2009 from: 
http://www.u4.no/pdf/?file=/document/u4-issue/u4_issue1_2005_budget_support.pdf 
 
39. Ledgerwood, Judy. Cambodian Recent History and Contemporary Society: An 
Introductory Course. Department of Anthropology and Center for Southeast Asian 
Studies. Northern Illinois University. USA. Retrieved on November 08, 2009 from: 
http://www.seasite.niu.edu/khmer/Ledgerwood/Contents.htm 
 
40. Medeiros, Marcelo. The Rich and the Poor: The Construction of an Affluence Line from 
the Poverty Line. Social Indicators Research 78(1): 1-18, 2006. 
 
86 
 
41. Milanovic, Branko. Global Inequality and the Global Inequality Extraction Ratio: The 
Story of the Past Two Centuries. Development Research Group, Poverty and Inequality 
Team. World Bank, 2009. 
 
42. Ministry of Economy and Finance (MEF). Public Financial Management Reform 
Program: Strengthening Governance Through Enhanced Public Financial Management. 
MEF. Phnom Penh. Cambodia, 2004. 
 
43. Ministry of Planning (MOP). The Poverty Profile of Cambodia. Retrieved on August 1, 
2009 from: 
http://www.mop.gov.kh/Situationandpolicyanalysis/PovertyProfile/tabid/191/Default.asp
x 
 
44.  Pope, Jeremy. Dimensions of Transparency in Governance. 6th Global Forum on 
Reinventing Government Towards Participatory and Transparent Governance 24-27 May, 
2005, Seoul, Republic of Korea, 2005. 
 
45. Pritchett, Lant. Who is Not Poor? Dreaming of a World Truly Free of Poverty. World 
Bank Research Observer 21: 1-23, 2006. 
 
46. Ravillion, Martin. 2009a. Why Don’t We See Poverty Convergence. Policy Research 
Working Paper, World Bank, 2009. 
 
47. Ravallion, Martin. 2009b. Do Poor Countries Have Less Capacity For Redistribution? 
Policy Research Working Paper. Development Research Group, Director's office. World 
Bank, 2009. 
 
48. Richard A. Musgrave. The Theory of Public Finance: A Study of Public Economy. New 
York: McGraw-Hill, 1959. 
 
49.  Royal Government of Cambodia (RGC). National Poverty Reduction Strategy 2002-
2005. Council for Social Development. RGC. Phnom Penh. Cambodia, 2002. 
 
50. Royal Government of Cambodia (RGC). Seila Program: Annual Work Plan and Budget 
2006. Seila Task Force. Phnom Penh. Cambodia, 2006. 
 
51. Sen, Amarthya. Development as Freedom. Oxford, Oxford University Press, 1999. 
 
52. Sen, Amarthya. Poverty and Famines: An Essay on Entitlement and Deprivation. Oxford, 
1981. 
 
53. Sinavith Sang. Cambodian Tax Revenue and Non Tax Revenue: Issues & Proposals. 2002. 
Retrieved on July 19, 2009 from: 
http://kamome.lib.ynu.ac.jp/dspace/bitstream/10131/1490/1/KJ00004473294.pdf 
 
54. Sisowath, D. Chanto. Attacking Poverty Course. The Cambodian Institute for 
Cooperation and Peace & the World Bank Institute, Washington D.C, U.S.A. Retrieved 
on August 03, 2009 from: 
http://info.worldbank.org/etools/docs/library/87213/Asia_1002/cambodia_health_pres.pdf 
 
87 
 
55. Sothea, Oum & Hach, Sok. Cambodia Economic Watch. Economic Institute of Cambodia 
(EIC), Phnom Penh, Cambodia, 2004. 
 
56. Sothearith, Try. SEILA Program and Role of Commune Database Information (CDIS). 
National Institute of Statistics (NIS), Cambodia, 2004. 
57. Steiner, P. The Economics of Public Finance: Public Expenditure Budgeting. The 
booking Institution. Washington D.C. USA.  P. 241-360, 1974. 
 
58. Thou, Chan Chea. Country Paper: Cambodia. Mainstreaming Climate Change 
Adaptations into Developing Planning. Ministry of Environment. Phnom Penh. Cambodia. 
 
59. Tikare, S., Youssef, D, Roak, P., & Shah, P. Chapter 7: Participation. From a 
Sourcebook for Poverty Reduction Strategies. Volume 1: core Techniques and Cross-
cutting Issues, World Bank, 2002. 
 
60. Transparency International: the Global Coalition against Corruption. Retrieved on July 30, 
2009 from: 
http://www.transparency.org/news_room/in_focus/2008/transparency_in_political_finance 
 
61. U.S Department of State. Background Note: Cambodia. 2009. Retrieved on August 03, 
2009 from: http://www.state.gov/r/pa/ei/bgn/2732.htm 
 
62. UNDP Human Development Report. International cooperation at a crossroads: aid, 
trade, and security in an unequal world. New York: United Nations Development 
Program, 2005. 
 
63. UNDP Human Development Report. Beyond scarcity: Power, poverty, and the global 
water crisis. Basingstoke: Palgrave Macmillan, 2006. 
 
64. UN HABITAT. Guide to Municipal Finance. Nairobi. United Nations Human 
Settlements Program, 2009. 
 
65. World Bank. Country Assistance Strategy for the Kingdom of Cambodia. International 
Development Association and The International Finance Coporation. Report No. 32118-
KH, 2005. 
 
66. World Bank, Department for International Development (DFID) and Asian Development 
Bank (ADB). Nepal: Resilience Amidst Conflict: An assessment of Poverty in Nepal, 
1995-96 and 2003-04. Report No. 34834-NP. World Bank. Washington, DC., 2006. 
 
67. World Bank. Cambodia Halving Poverty by 2015? Poverty Assessment 2006. Phnom 
Penh. Cambodia, 2006. 
 
68. World Bank (2007a). Sharing Growth: Equity and Developing in Cambodia. Equity 
Report 2007. Report No. 39809-KH. Washington, DC: World Bank, 2007. 
 
69. World Bank (2007b). Public Sector Governance and Accountability Series: Budgeting 
and Budgetary Institutions. World Bank, 2007. 
 
70. World Bank. Public Finance for Poverty Reduction: Concepts and Case Studies from 
Africa and Latin America. The World Bank 1818 H Street, New York, USA, 2008. 
88 
 
 
71. World Bank. World Bank Development Indicators database, April 2009. Retrieved on 
August 01, 2009 from: 
http://ddpext.worldbank.org/ext/ddpreports/ViewSharedReport?&CF=1&REPORT_ID=9
147&REQUEST_TYPE=VIEWADVANCED&HF=N&WS 
 
72. World Food Programme (WFP). WFP Food Security Atlas for Cambodia. Retrieved on 
November 19, 2009 from: http://www.foodsecurityatlas.org/khm/country 
 
73. Yitzhaki Shlomo. A Public Finance Approach to Assessing Poverty Alleviation: Working 
Paper 8062. National Bureau of Economic Research, MA, USA, 2001. 
 
 
 
